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OMMONWEALTH 
ERVICES + INC. 


NEW YORK, N.Y. » JACKSON, MICH, 
WASHINGTON, D.C. « HOUSTON, TEX. 


300 PARK AVENUE, NEW YORK 22, N.Y. 


October 2, 1956 


Mr. Francis Kernan 
White, Weld & Co. 
LO Wall Street 

New YOrape. f. 


Dear Mr. Kernan: 


In accordance with your request of June 8, 1956, we have 
reviewed the project of Trans-Canada Pipe Lines Limited to determine 
its economic feasibility on the basis that initially Canadian markets 
only would be served. 


As more fully set forth in the Report on Economic Feasibility, 
dated September, 1956, resulting from our review and transmitted to you 
herewith, it is our conclusion, based on consideration of all pertinent 
factors as developed and discussed in the report and subject to the as- 
sumptions used and the successful completion by Trans-Canada of certain 
modifications in contractual arrangements or authorizations as discussed 
in Subsection B of Section II of the report, that the project as presently 
proposed is feasible and, reflecting the purchase by the present stock- 
holders of up to $21,000,000 of Subordinated Income Notes together with 
the reasonable expectation of more rapid development of sales and earning 
power than that forecast in the report, is economic and that the financing 
as proposed will provide the funds necessary to complete the project, 


We call your attention to the fact that during the period cov- 
ered by the financial forecasts attached as Exhibits to the report, Trans- 
-Canada is not expected to incur any income taxes because the initial loss 
carryover is expected to offset later income that otherwise would be tax- 
able. However, in this connection it is noted, as shown on page } of 
Section II, that in the hypothetical "Full Development" year the rate of 
return calculated on average rate base and reflecting no income tax pay- 
ment, would be 8.22%. This indicates the probability of adequate earn- 
ings in subsequent years after the initial loss carryover has been 
exhausted and full income taxes become payable. 


Additionally, we call to your attention the fact that no adjust- 
ments have been made in this report covering the exchange relationship 
between Canadian and United States Dollars. 


Mr. Francis Kernan -2- October 2, 1956 


It has been a pleasure to carry out this assignment for you, 
Also we appreciate the fine cooperation we have received from the 
Trans-Canada people and from those of their customer companies with 
whom we have talked during the course of the review. 


Very truly yours, 
COMMONWEALTH SERVICES INC. 


EF EP 


Glebe dy 
President 
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SCOPE OF STUDY 


At the request of Mr. Francis Kernan, consultant on financing to 
the Board of Directors of Trans-Canada Pipe Lines Limited, Commonwealth 
Services Inc. has reviewed the project of Trans-Canada for the construc- 
tion of a natural gas pipeline, extending from a point on the Alberta- 
Saskatchewan border through the Canadian Provinces of Saskatchewan, Manito- 
ba, and Ontario, to a point north of Toronto, Ontario, and thence eastward 
to the Montreal, Quebec, area with a lateral line extending northward to the 
Ottawa, Ontario, area and southwestward to a connection With facilities 
of Niagara Gas Transmission Limited, near Sheridan, Ontario. The section 
from the Manitoba-Ontario border to Kapuskasing, Ontario, would be built 
by Northern Ontario Pipe Line Crown Corporation. The project also contem- 
plates acquisition by Trans-Canada of the facilities of Niagara Gas Trans- 
mission Limited from Sheridan, Ontario, to a connection with Tennessee Gas 
Transmission Company at a point on the international border near Niagara 


Falls, New York. 


The purpose of the review has been to determine the economic fea- 
sibility of the project as proposed by Trans-Canada on the basis that the 
project would initially serve Canadian markets only. ‘Two alternative plans 
of development, described briefly below and set forth more fully in Exhibit 


2 of the Appendix to this report, have been investigated: 


Plan 
The construction program referred to herein as Plan 1 assumes 


that only gas from the Alberta fields in western Canada will be 
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available to Trans-Canada to provide service to its proposed markets. 


In general, the proposed plan of construction by years is as follows: 


1956 - Approximately 200 miles of the western portion 
of the Trans-Canada line from the Alberta-Saskatchewan 
border toward Winnipeg, Manitoba, is expected to be 


completed during this construction season. 


1957 - The western portion of the Trans-Canada line 

from the Alberta-Saskatchewan border to the Manitoba- 
Ontario border, together with the portion of the Northern 
Ontario Pipe Line Crown Corporation section of the line 
from the Manitoba-Ontario border to the lakehead cities 
of Port Arthur and Fort William, Ontario, would be com- 
pleted during this construction season and service com- 
menced on a limited basis to customers of Trans-Canada 


in Saskatchewan, Manitoba, and far western Ontario. 


1958 - The balance of the Crown Corporation section of 
the line from the lakehead cities to Kapuskasing, Ontario, 
together with the entire eastern portion of the Trans- 
Canada project would be completed during this construc- 
tion season and the line of Niagara Gas Transmission 
Limited, extending from Sheridan, Ontario, to the inter- 
national border near Niagara Falls, New York, would be 


acquired, the entire Trans-Canada project going into 


service about November 1, 1958. 


Sn opke vee 
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Plan 2 

This alternative plan of construction assumes that, in addi- 
tion to western Canadian gas from the Province of Alberta, addi- 
tional temporary volumes of natural gas would become available 
to Trans-Canada at Sheridan, Ontario, in volumes sufficient for 
Trans-Canada to commence service to the Montreal, Quebec, market 
about November 1, 1957. In general, the alternative construction 


schedule would be as follows: 


1956 - Approximately 200 miles of the western portion 
of the Alberta-Winnipeg line would be constructed, as 


proposed in Plan l. 


1957 - The balance of the portion of the Trans-Canada 
line from the Alberta-Saskatchewan border to the 
Manitoba-Ontario border and the portion of the Crown 
Corporation facilities from the Manitoba-Ontario border 
to the lakehead cities would be constructed, as proposed 
in Plan 1, and, in addition, the portions of the eastern 
section of the Trans-Canada project from Toronto Junction 
to Sheridan, Ontario, and from Toronto Junction eastward 
to Montreal, Quebec, would be constructed. Service to 
Montreal, in addition to the western markets for which 
service is proposed in Plan 1, would be commenced util- 
izing gas purchased in the east on a temporary basis 


and delivered to Trans-Canada at Sheridan, Ontario. 
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1958 - The portions of the Crown Corporation line from 
the lakehead cities to Kapuskasing, Ontario, of Trans- 
Canada's eastern section from Kapuskasing, Ontario, to 
Toronto Junction, and the Ottawa lateral line, would be 
completed on or about November 1, 1950... The taking of 
gas from the temporary eastern supply would be discon- 
tinued and the facilities of Niagara Gas Transmission 

Limited would be acquired, as proposed in Plan 1, and 

‘service to all Canadian markets attached would be com- 
menced with western Canadian gas from the Province of 


Alberta. 


‘In addition to investigating the economic feasibility of the 
two construction plans outlined above, an investigation has been made 
of the effect on the Trans-Canada project of certain sales to prospect- 


ive customers in the United States, as follows: 


(1) To Tennessee Gas Transmission Company at the international border 
near Niagara Falls, New York, on a temporary or summertime inter- 


ruptible basis. 


(2) To Midwestern Gas Transmission Company, at a point on the inter- 
national border near Emerson, Manitoba, in substantial firm con- 


tract guantities. 


As a basis for the study of feasibility of the project and to the 


extent permitted by the time available, Commonwealth Services Inc. has: 
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(1) Reviewed and studied the gas supply contracts and export authoriza- 
tions of the Province of Alberta. The reports of DeGolyer and 
MacNaughton, having to do with the adequacy of reserves and deliv- 
erability of gas to support the supply Contracts, haye been relied 


upon without check. 


(2) Reviewed the project of The Alberta Gas Trunk Line Company Limited 
to gather gas from various fields in Alberta for transmission and 
delivery to Trans-Canada at a point in Alberta near the Alberta- 
Saskatchewan border, having particular reference to the Dutton- 
Williams-Mannix engineering report on the proposed gas pipeline 
system in Alberta, together with a letter agreement between Trunk 
Line and Trans-Canada .covering the cost of such gas transmission 


service. 


(3) Reviewed Trans-Canada's assumptions and detailed estimates relat- 
ing to the cost of constructing the pipeline project as proposed, 
together with the cost of operating and maintaining the project 


when completed. 


(4) Reviewed Trans-Canada's sales contracts with certain of its pro- 
posed customers and information available as to the markets pro- 
posed to be served and, in the case of certain major markets, made 
field studies to verify existing or determine new estimates as to 
markets available to Trans-Canada. Markets as to which reports were 


available or studies were made included: 


Saskatchewan Power Corporation 

Plains Western Gas & Electric Company 

Intercity Gas Company 

Winnipeg & Central Gas Company 

Northern Ontario Natural Gas Company Limited 
Lakeland Natural Gas Limited 
Discussions were had with company officials as to the 

markets of: 

Union Gas Company of Canada, Limited 

Interprovincial Utilities Limited 

Information on Manitoba Power Corporation was obtained 


from officials of Plains Western Gas & Electric Company based 


on their studies. 


Information submitted to the Federal Power Commission in 
exhibit form and supported by testimony was considered in con- 
nection with the requirements of the Quebec Natural Gas Corpora- 
tion, supplemented by checking of certain phases of the market 


estimates in the field in Montreal, Quebec. 


As to The Consumers' Gas Company of Toronto, the status of 
negotiations between Trans-Canada and this customer caused us 
to rely upon figures supplied by Trans-Canada, verified to the 
extent possible by information submitted in various cases be- 


fore the Federal Power Commission by Consumers’. 


With regard to about 8% of the market estimated for the 
1962-63 year of operation, reliance was had without field check 


on Trans-Canada's estimates as to the following minor loads: 
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The central Ontario towns of Barrie, Orillia, etc. 
The Grimsby Natural Gas Company, Limited 
Provincial Gas Company Limited 
Dominion Natural Gas Company, Limited 
The Lake Shore Group of communities not presently 
included in the Lakeland Natural Gas Limited 
project 
In most of the above instances, Trans-Canada's figures were 
based in general on a detailed market study report dated 


December 7, 1955, as prepared for Trans-Canada by Ford, 


Bacon & Davis, Incorporated. 


A detailed report which will contain supporting data for 
the market estimates used in this report is in course of 


preparation. 


Determined on the basis of the market estimates, as limited 
by the year-to-year capacity of the Trans-Canada pipeline sys- 
tem as proposed, Trans-Canada's gas purchase requirements from 
the Alberta gas fields and the estimated cost to Trans-Canada 
of such gas, including both purchase cost and cost of trans- 


portation by Trunk Line to the Alberta-Saskatchewan border. 


Estimated revenues by the application of Trans-Canada's rates 
as presently proposed to the estimates of gas sales developed 


herein. 


Reviewed agreements and arrangements with the Crown Corporation 


relating to: 
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(a) The initial loan by the Crown Corporation to Trans-Canada 
for othe purpose of providing interim financing for the 
construction of the Alberta-Winnipeg section of the 


project, and 


(b) The construction by the Crown Corporation of the section 
from the Manitoba-Ontario border to the lakehead at Port 
Arthur and Fort William and continuing on eastward norch vor 
Lake Superior to a point near Kapuskasing, Ontaria, 
together with the subsequent leasing of such section 
of the line by the Crown Corporation to Trans-Canada 
and the ultimate purchase of such section by Trans- 


Canada thereafter. 


Reviewed in general applicable Dominion and Provincial 


authorizations of Trans-Canada and Trunk Line. 


Brought together the above facts and information into a 
study and report on the economic feasibility of the Trans- 
Canada project on the basis of a plan of financing furnished 


by Mr. Kernan. 
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II. CONCLUSIONS AS TO FEASIBILITY 


As a result of the review, field checks and studies generally 
described in Section I of this report, the details of which are set forth 
in subsequent sections, it is concluded, subject to the successful comple- 
tion by Trans-Canada of certain necessary or desirable modifications in 
contractual arrangements or authorizations discussed in Subsection B of 


this Section II, that: 


(1) As discussed more fully in Subsection A of Section VI, the modified 
estimate of construction cost set forth in the report for the Trans- 
Canada sections of the proposed project, including provision for 
contingencies, is adequate and construction on the schedule contem- 
plated, reflecting all presently forseeable cost increases, should 


be completed within the total amount of such estimate. 


(2) The modified estimate of construction cost set forth in the report 
for the Crown Corporation section of the line as proposed, including 
provision for contingencies, as discussed more fully in Subsection 
A of Section VI, is adequate and construction on the schedule con- 
templated, reflecting ai11 presently forseeablie cost increases, should 
be completed within the total amount of such estimate. Rentals pay- 
able to the Crown Corporation, discussed more fully in Section X, 


should be at rates within those estimated in this report. 


(3) The cost of completing the Pipeline facilities of The Alberta Gas 
Trunk Line Company Limited, as discussed more fully in Section V, 


should be within the amounts estimated, and it is assumed that 
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negotiations now in progress will result in transportation charges 


limited to the 4¢ per Mcf adopted for use in this report. 


(4) The modified estimates of operating and maintenance expenses used in - 
this report, shyawease more fully in Subsection B of Section VI, are 
conservative and can be reasonably expected not to be exceeded. In 
developing the expense estimates of cost of gas purchased, the auto- 
matic annual increases in the cost of gas provided in the gas pur- 


chase contracts in their present form were fully reflected. 


(5) ‘The estimates of markets and revenues from gas sales, discussed in 
detail in Section VII, can be expected to be achieved and probably 
exceeded, in the light of competitive fuel cost differentials, in- 
dustrial market potentials, present state of natural gas load devel - 
opment, and the general characteristics of the territory proposed 


GO be served. 


Negotiations are now in progress between Trans-Canada and The 
Consumers Gas Company of Toronto which are expected to increase the firm 
gas contract volumes materially above the figures adopted for the report. 
Such increase would, in turn, increase the average price it is estimated 
Trans-Canada would receive for its gas since the additional firm sales 
would displace, at least in part, sales assumed in the report to be made 
at lower off-peak rates. As estimated iMecnGerencL., LoerTe 1s “on ulesorder 
of 100,000 Mcf of peak-day sales capacity ea in the 1962/63 operating 
year wich it has been assumed in the report would be utilized by interrup- 
tible or off-peak sales, but which could be sold at a higher price on a 


firm-demand basis should such demand develop. 
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Assuming a hypothetical "Full Development" year in which the sales 


capacity of the line remains as proposed for the 1962 /63 year and in which 


the firm loads have grown to approximately the full peak-day sales capacity 


of the line, the operating results are estimated to be as follows under 


either Plan 1 or Plan 2, as compared with the results estimated for the 


year 1962/63 under Plan 1 and Plan 2: 


Operating Revenues 
Cost of Gas Purchased 
Operations and Maintenance 
Crown Section Rental 
Taxes - General 

Total 


Balance Before Depreciation 
and Income Taxes 
Depreciation Provision 
Gross Income Before 
Income Taxes 


Taxes - Income 
Gross Income 


Interest - First Mtge. Bonds 
- Subordinated 
Debentures 
- Subordinated Income 
Notes 
Amortization of Debt Discount 
& Expense 


Fixed Charges 
Net Income 
Common Shares Outstanding - 


End of Period 
Karnings Per Common Share 


1/ Plan 2 depreciation assumed. 
2/ Continued tax loss carry-over assumed. 


Pian 2. 


$70,934 
$28,401 
5 933 
13 ,064 
1,365 


$48 , 763 


S22 174) 
9,368 


$12 ,803 


4 928,183 


$0.49, 


Planye 


Year Ending Year Ending 


10/31/63 10/31/63 


$72,661 
$29 ,013 
DeIs3 
ee 
1,365 


$48,635 


$24 ,026 


9,360 


$14 666 


4,928 , 183 


$0.90 


Year 


DPS (DIGS: 


33300 


495 


4,928 ,183 


$155 


3/ Year was assumed to be 12 months ending October 31, 1965, at which 
time additional bond retirement has taken place. 


h/ Plan 2 interest assumed. 
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Under the above assumption, earnings in the hypothetical year be- 
fore Dominion income taxes would cover interest on the First Mortgage Bonds 
3.02 times and total interest, exclusive of interest on subordinated income 
notes, 1.92 times. Gross income before depreciation would cover interest 
and sinking fund requirements on the First Mortgage Bonds 2.21 times and 
total interest and sinking fund requirements for bonds and interest on the 
debentures 1.73 times. The calculated rate of return on average rate base, 
determined on the basis set forth in Section XII, would be 8.22%. Based on 
the projected continued growth of Plan 2 requirements of Trans -Canada's cus- 
tomers, the condition of the hypothetical "Full Development" year would be 
reached in the year 1964/65. However, rapid development of the Toronto re- 
quirements discussed above and possible increases in the requirements of 
other markets makes it appear likely that the "Full Development" year will 


be advanced in time and could come as much as two years earlier. 


It should be noted that the figures in this report do not assume 
acquisition by Trans-Canada of the Crown Corporation Section of the line 
during the period under consideration. Assuming the existence of a reason- 
able money market at the time, acquisition of this Section by the issuance 
of additional first mortgage bonds toward the end of the first five years 
of operation would improve coverage on interest and sinking fund require- 


ments, rate of return and common stock earnings. 


It is therefore concluded, based on consideration of all pertinent 
factors as developed and discussed in this report, that the Trans-Canada 


project as proposed is feasible and, reflecting the purchase by the present 


_ 
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stockholders of up to $21,000,000 of Subordinated Income Notes together with 
the reasonable expectation of more rapid development of sales and earning 
power than that forecast in the report, is economic and that the financing 


as proposed will provide the funds necessary to complete the project. 


Discussion of the factors relating to feasibility for the two 
principal plans of development studied in this report and of the effect of 


two potential supplements to the principal plans, is set forth below. 


A. FEASIBILITY OF ALTERNATIVE PLANS 
ee LeveL 

On the assumption that sales will be made to Canadian markets only 
and that construction and development of the Trans-Canada pipeline system 
will proceed as outlined under Plan 1, the following are the usual financial 
criteria and ratios estimated for the fifth full year of operation, assumed 
to be the year ending October 31, 1963: 

(a) Earnings before Dominion income taxes would cover bond in- 


terest 2.03 times. 


(b) Earnings before Dominion income taxes would cover total 


interest requirements for bonds and debentures 1+33 times s 


(c) Gross income before depreciation would cover interest and 
sinking fund requirements on the First Mortgage Bonds 1.75 
times and total interest and sinking fund requirements for 


ponds and interest on the debentures 1.39 times. 
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(a) Net earnings per share of common stock outstanding would 


be $0.49 per share. 


(e) The capitalization ratios at the end of the period would 
be as follows: 
Mortgage bonds 53.57% 
Subordinated debentures 2509 
Capital stock and 
earned surplus, including 


subordinated income notes 21.34 


Total 100 .00% 


(x) The calculated rate of return on average rate base, de- 


termined as set forth in Section XII, would be 5.56%. 


It is believed that the results of operations set forth above re- 


lating to Plan 1 can be achieved, and probably exceeded. 


Pho VARs 

Assuming that only Canadian markets are served by the pipeline 
but that Plan 2 for developing the project is followed instead of Plan l, 
the six factors considered above will all be slightly improved and, for the 


same year, would become as follows: 


(a) Earnings before Dominion income taxes would cover bond 


interest 2.32 times. 


(b) Earnings before Dominion income taxes would cover total 


interest requirements for bonds and debentures 1.53 times. 
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(c) Gross income before depreciation would cover interest and 
sinking fund requirements on the First Mortgage Bonds 1.90 
times and total interest and sinking fund requirements for 


bonds and interest on the debentures 1.50 times. 


(a) Net earnings per share of common stock outstanding would 


be $0.90 per share. 


(e) The capitalization ratios at the end of the period would 


be as follows: 
Mortgage bonds 52.73% 
Subordinated debentures 2h.70 
Capital stock and 
earned surplus, including 
subordinated income notes eos yh 


Total 100 .00% 


(f) The calculated rate of return on average rate base, determined 


as set forth in Section XII, would be 6.41%. 


It is believed that the results of operations set forth above re- 


lating to Plan 2 can be attained and probably exceeded. 


It is entirely possible that once financing has been assured under the 
Plan 1 program for development of the Trans-Canada line and it thus becomes 
reasonably certain that the project as proposed in Plan 1 may be completed 
in time to have the entire project in service by November l, 1958, the com- 
pany, together with Tennessee Gas Transmission Company, may be able to ob- 
tain a decision from the Federal Power Commission authorizing the sale of 


gas by Tennessee Gas Transmission Company to Trans-Canada at the international 
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border near Niagara Falls, New York, for transmission by Niagara Gas Trans- 
mission Limited, and delivery to Trans-Canada at Sheridan, Ontario. Should 
such authorization, or any alternative supply of natural gas at Sheridan, 
become available in adequate time, it would be possible for Trans Canada 

to construct the main line facilities from Sheridan, Ontario, to Montreal, 
Quebec, during the 1957 construction season and to institute service for a 
period of approximately one year, commencing about November 1, 1957, at 
Montreal with the gas so obtained from Tennessee, as is proposed under Plan 
2, This gas from Tennessee would be replaced by western Canadian gas upon 
the completion of Trans-Canada's main line to Toronto Junction at about 
November 1, 1958. At this time, however, it cannot be predicted whether 
such approval will, in fact, be forthcoming and whether it will be possible 
in practice for Trans-Canada to construct its facilities on alternative 


Parise s 


3. Possible Sales To Midwestern 

Analysis of the effect on the fifth full year of operation of 
Trans-Canada of the company's obtaining authorization for the sale of gas 
to Midwestern Gas Transmission Company at a point on the international 
border near Emerson, Manitoba, indicates that such sale, when considered 
as incremental to the Plan 1 program, would be beneficial and would result 


in improvements to each of the six factors considered above. 


Likewise, addition of the sale to Midwestern at Emerson, Manitoba, 


would improve the factors previously developed as a result of consideration 


of Plan ves 
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At the present time the proposed sale at Shae. NCREE NOR is a 
matter of a contested hearing before the Federal Power Commission and it 
cannot be predicted whether or when any order of the Commission may be 
forthcoming disposing of the request for authorization of the sale. Neither 
can it be predicted whether the outcome of the request for authorization of 
the sale will be favorable or unfavorable, although it is believed that some 
arrangement for the sale of gas across the international border in the vici- 
aS, of Emerson, Manitoba, may ultimately result, even though Sep rcalema? 
it could be the result of some later application not presently filed or 
under consideration. It is, however, logical to assume that growing natu- 
ral gas requirements in the upper Mississippi Valley area of the United 
States will at some time justify the sale of gas across the international 


border from Canada and that such sale may be made by Trans-Canada. 


h. Possible Sales To Tennessee 

Analysis of the possibility of the sale of gas by Trans-Canada, 
after its acquisition of Niagara Gas Transmission Limited, to Tennessee Gas 
Transmission Company across the international border near Niagara Falls, 
New York, indicates that there will probably be little or no gas available 
at that point on the Trans-Canada system for such sale. The proposed sale 
to Tennessee would have been of interruptible gas during the summer period 
for storage by Tennessee in its nearby underground natural gas storage facili- 
ties. However, the nature of the contract between Trans-Canada and Union 
Gas Company of Canada, Limited, which latter company also has substantial 


storage facilities, and the availability of substantial markets for off-peak 
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and summertime gas, particularly on the Ontario portions of the Trans-Canada 
line, make doubtful the availability of any gas for international export at 
Niagara Falls from the facilities as proposed. However, the connection be- 
tween Trans-Canada and Tennessee at Niagara Falls should prove most valuable 
as an interchange and stand-by connection for the mutual support of service 
to both systems in the event of emergency conditions, assuming Federal Power 
Commission authority can be obtained by the parties for such interchange of 
gas. Because of the great length of both the Tennessee and Trans-Canada 
systems, such a working linkage between the two appears to be highly desir- 
able. The proposed plan of financing provides funds for the purchase by 
Trans Canada of the Niagara Falls-Sheridan line of Niagara Gas Transmission 


Limited. 


B. MODIFICATION OF CONTRACTS OR AUTHORIZATIONS 


In reaching the conclusions as to feasibility set forth in this 
Section II, it is assumed that certain steps now under way or contemplated 
by Trans-Canada to obtain necessary or desirable modifications in contract- 
ual arrangements or authorizations will be completed satisfactorily, prin- 


cipally the following: 


i) Modification of provisions of gas purchase contracts to bring them 
into conformity with Trans-Canada's presently proposed program for 
construction and operation. Details of these proposed changes 


include: 
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(a) Description of the Trans-Canada project. To each gas purchase 
contract is attached a letter, referred to as Exhibit "B" in 
the body of the contracts, addressed by Trans-Canada to the 
gas producer named as seller in the contract. Uhis letter des - 
cribes the Trans-Canada pipeline project and includes in such 
description a statement that a lateral is to be built to a 
point on the international border near Emerson, Manitoba. This 
lateral is not contemplated in connection with the present pro- 
gram being submitted for financing. The letter also contains 
statements as to the proposed timing of construction of various 
portions of the project, including a completion target date of 
November 1, 1957, which have been changed since such letter was 
written. In the body of the contracts, notably in Article II- 
Conditions, paragraph 2, the letter (Exhibit B) is referred to 
as the outline of the project upon which such gas purchase con- 
tract is based and subsequently, in paragraph sco such letter 
is referred to as the basis for required certifications and per- 
mits and, in paragraph alee as the basis of Trans-Canada's un- 
dertaking to build the pipeline and also to obtain a certificate 
from underwriters stating that Trans-Canada has arranged adequate 
financing. It appears necessary that this letter be amended to 
conform to the facts as they now exist. 


(b) Minimum Take -Or-Pay Provisions. A total of 2h contracts have 
been presented as the basis of Trans-Canada's gas supply. Two 
of these are designed for interim supply during construction of 
the project. The other 22 are long-term contracts intended to 
become effective as the pipeline goes into permanent operation. 
Comparison of the quantities of gas covered by these contracts 
with the maximum annual ability of the pipeline, as now proposed, 
to reteive gas, is as follows: 


Annual Volume Annual Volume 

Minimum Based On Based On 

Approximate Annual Daily Daily 

Year Annual Take -Or -Pay Contract Maximum 

Beginning Capacity Volumes Quantities Quantities 

November 1, 1957 15s 54.6 84.0 96.6 
November 1, 1958 98.9 We AS Too 193.9 
November 1, 1959 125.5 LOG. ie. 0 239.9 
November 1, 1960 150.8 nigh 216.0 239.9 
November 1, 1961 169.8 175.9 216.0 239.9 
November 1, 1962 187.9 175.9 216.0 239.9 


* Market; capacity exceeds this figure. 


As shown on this table, the contracts cover an aggregate gas 
supply on a take-or-pay basis in excess of the ability of the 


(d) 
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pipeline to receive gas during the first five years. These 
contracts should be amended so that the quantities of gas and 
the timing of deliveries will be in conformity with the pre- 
sently contemplated schedule for the building up of Trans - 


Canada's gas requirements, without sacrificing any of the re- 


serves committed to the project. 


Price Redetermination Provisions. All of these long-term gas 
supply contracts contain provisions, particularly in Article 

X - Price, requiring redetermination of the price of the pur- 
chasedvgas at periodic intervals. <The first date for redeter- 
mination is within 60 days from January 1, 1963. The Trans- 
Canada project would appear in a better light if the price 

of gas were not subject to upward adjustment at so early a 
date. Because of the complexity of the Trans-Canada project 
and the problems to be overcome in the early years, a minimum 
of ten years before the first renegotiation would seem more 
Suitable. The importance of this point is emphasized by the 
fact that the provisions for redetermination do not set forth 
standards by which adjustment of price is to be made. If these 
provisions could be supplemented to include a statement of the 
standards upon which redetermination is to be based it would 
also be a desirable protection to the company. 


Additionally to this point, it is questioned whether the rate of 
returner actor or 7% for Trans-Canada adopted in these contracts 
reflects present developments in the cost of money to a Canadian 
project and, also, it is thought appropriate that some provision 
be made for making up deficiencies contemplated in the early 
years in Trans-Canada's earning a full rate of return in com- 
puting adequacy of the company's earnings for the purposes of 
price redetermination sunder therrate of return clause. 


Voluntary Price Reductions. Another provision common to 
these contracts relates) to voluntary price reduction by 
Trans -Canada to its customers. These provisions, partic- 
ularly Article X, 1(vi), require an increase in the cost 
of gas equal to half of any reduction to a major customer 
in case Trans-Canada reduces its contracted price to any 
such customer. It is considered important in establishing 
a new pipeline venture that management have full leeway 
in adjustment of its selling price during the period of 
early development so as to attract loads on a competitive 
basis. Because of the length of time required from con- 
ception of a project to its operation, it is not possible 
to foresee at the start competitive factors which will 
control when the project actually goes into operation. A 


revision of this provision is important so as to permit 


price adjustments in sales contracts without penalty, at 
least until the end of a development period after the line 
is placed in operation. 


(2) 


(3) 
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It is understood that certain producers have already agreed to post- 
pone the initial date for mandatory redetermination of price from 
January 1, 1963, to January 1, 1968. It is also understood that, 
until deliveries are commenced to a customer, changes may be made 

as to the portions of over-all contract volumes to be purchased 
under different sections of Trans-Canada's present rate schedule 
applicable to such customer without such change being considered 

a "voluntary price reduction" under the terms of the gas purchase 


contracts. 


Modification of the transportation agreement with The Alberta Gas 
Trunk Line Company Limited to spread Trunk Line's proposed construc - 
tion program over a number of years and thus bring the contract gas 
volumes from the fields to be connected and the amount of Trunk Line's 
required investment in facilities into conformity with Trans -Canada's 
needs for gas under its presently proposed construction program and 

to assure Trans-Canada by means of some form of contract ceiling price 
that Trunk Line's transportation charges based on Trans-Canada's gas 
requirements will not exceed the id per Mcf figure originally con- 
templated by the parties. It is understood that negotiations to this 


end are in progress. 


Modification of the one-year construction program proposed for the 
Northern Ontario Pipe Line Crown Corporation, and similarly of the 
rental arrangement, to a two-year program consistent with Trans - 


Canada's own construction program. Under the suggested modified 
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construction program only the portion of the Crown Corporation facil- 
ities from the Manitoba border to Fort William and Port Arthur would 
be Eee during the 1957 construction season, with the balance 

of the facilities from the lakehead to Kapuskasing to be constructed 
in the 1958 season. It is believed this suggested modification should 


be readily attainable. 


Although not believed to be urgent at this time, the following 


additional matters should be acted upon by Trans-Canada in due course: 


(1) Completion of negotiations for the relatively small volumes of gas 


proposed to be taken from the Kessler field in Alberta. 


(2) Acquisition of such additional gas reserves as may be required ade- 
quately to support deliverability and ieee een gas supply for the 
full later year requirements under Plan 1 or Plan 2, or earlier if 
the sale of gas for export at the international border near Emerson, 


Manitoba, becomes authorized. 


(3) Modification of the Alberta export permit to provide for export from 
the Province of Alberta of the larger volumes of gas required in the 
later years under Plan 1 or Plan 2, or earlier if the Emerson sale 


becomes authorized. 


(4) Obtaining confirmation by DeGolyer and MacNaughton that the gas reserves 
are adequate to support the proposed development for 20 years, as to 


both total volumes and deliverability. 


III. DESCRIPTION OF PROJECT 
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III. DESCRIPTION OF PROJECT 


As shown in general on the map included as Exhibit 1 in the Ap- 
pendix to this report, the proposed main line of Trans-Canada commences 
at a point in Alberta near the Alberta-Saskatchewan border near Burstall, 
Saskatchewan, and is to be constructed of 34" diameter pipe in an easterly 
direction for 586 miles generally following the routes of the Trans-Canada 
Highway and the Canadian Pacific Railway for the major portion of this 
distance to a point south of and approximately 12 miles east of Winnipeg, 


Manitoba. 


From this point, the main line continues easterly and southeaster- 
ly, but is constructed of 30" diameter pipe, passing north of the main body 
of Lake-of-the-Woods at Kenora, Ontario, and generally following the routes 
of the Trans-Canada Highway and the Canadian Pacific Railway, to a point 
north of Port Arthur, Ontario. From this area the line runs generally 
northeasterly, paralleling the routes of the Trans-Canada Highway and the 
Canadian Pacific Railway to Nipigon, Ontario. From Nipigon, the line follows 
the route of the Trans-Canada Highway northward to Orient Bay and Beardmore, 
and then northeasterly, passing south of Geraldton, to Longlac, thence east- 
erly to Hearst and then southeasterly to Kapuskasing, Cochrane and Iroquois 
Falls, Ontario. The route then continues, paralleling the Trans-Canada High- 
way and, the Canadian National Railways, passing south of Kirkland Lake, to 
Cobalt, and southerly along the Trans-Canada Highway to the outskirts of 
North Bay, Ontario. From North Bay the line continues in a southerly 


direction, passing near Huntsville, Bracebridge, Orillia and Barrie, with 
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the 30" diameter section terminating at Toronto Junction just northeast of 
Woodbridge, Ontario. The entire 30" diameter section from near Winnipeg 


to Toronto Junction is 1,251 miles long. 


From Toronto Junction a 24" section runs 25 miles southwesterly, 
passing near Pine Grove, Ontario, and connecting with the existing tacili- 
ties of Niagara Gas Transmission Limited and the proposed facilities of 


Union Gas Company of Canada, Limited, near Sheridan, Ontario. 


Also from Toronto Junction, the section of the main line extend- 
ing to Montreal is constructed of 20" diameter pipe and runs northeasterly 
for 310 miles, in general paralleling the shoreline of Lake Ontario and 
the St. ions Ree and terminating at a point near Ste. Anne de Bellevue 


on the Island of Montreal. 


From a point on the 20" main line near Morrisburg, Ontario, a 
4O-mile lateral line, constructed of 12-3/4" diameter pipe, is proposed to 
run northwesterly parallel to and along a route just east of Highway 31 to 


a point near Ottawa, Ontario. 


fuga not included in the initial project as now proposed, 
upon receipt of proper authorizations from the Federal Power Commission, 
a 24" diameter lateral line, 48 miles in length, is proposed to run from 
the termination of the 34" section of main line near Winnipeg, Manitoba, 
in a southerly direction to a terminal point on the Canadian-United States 


border, near Emerson, Manitoba. 


TDi. etree, 


he Fa | \ fia ‘ iW PY a8 tee! | | | in vi 


; , | 
. 
+ = Z . | . 
* : ey eS | | | 
+, . 3 m ' WT. 2a 3. 
a 
’ 
° + ~ ‘ie 
2 20 18 
# | 
re 
| . 
| oh oF 
“1 
' ver 
: 
j F 
{ 
i 
: ‘ 
_ 4 - . 
: 7] 
4 +7 | 7 
vi 
’ ; 
a 1 ; 
\ 
: ihc (ties 2 at ict 
| m a ‘ be ont 
| | | | : 4 > 
: f 
s t ew f 
. ' silo ell ii me . ‘ | i 
: 
4 ' sit + 2 | | 
~ : | 
Wise ry 2S UW 2597 Bed olen ‘to! othe . j | | 
: erates ef; 6 SOL 04rd F 
_ ' a+ 4 Sod ‘ee Be . ‘hse 
= ie 


pf i vest} = + rei 7 ris Ao ae : +9 . + 5 = 
« WO Fotoy-“Ahtars 2 oitee ils yi dennon et 


* | | 


nen samy Teor «tel ard 


F 


Section IIil 
Page 3 


As will be noted from the map, Exhibit 1 in the Appendix to this 
report, locations are indicated for the ultimate construction of 19 com- 
pressor stations along the main line. Assuming that the sale of gas to 
customers across the international border near Emerson, Manitoba, is not 
approved during the period, 15 of these stations will have one or more 
compressor units installed therein by the end of the fifths year of full 
operation. Four of the nine compressor stations proposed for installa- 
tion on the 34" diameter western section of the main line will contain 
centrifugal compressors, while the balance of the stations will have 


reciprocating type units installed. 


From the Alberta-Saskatchewan border to a point somewhat east 
of Winnipeg, Manitoba, the main line traverses rolling prairie country 
which does not present any unusual pipeline construction problems. From 
eastern Manitoba, across northern Ontario to the area south of North Bay, 
Ontario, the line in general traverses the "Ontario Shield." It may be 
expected that in this section considerable rock will be encountered, along 
with muskeg, lakes, rivers and numerous other topographical features making 
construction difficult and expensive. Again in the eastern section, from 
Sheridan, Ontario, to Montreal, Quebec, and along the route of the lateral 
to Ottawa, Ontario, the line traverses relatively open farm country which 


should not present any unusual construction problems. 
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In general, the purpose of the project is to transport natural 
gas to eastern Canadian markets, some of which are now in existence and 
serving natural gas from other sources, others of which are now serving 
manufactured gas, and some of which are not yet developed for gas service 
of any type. In addition to these Canadian markets, the project as original- 
ly conceived proposed to sell substantial quantities of gas to Midwestern 
Gas Transmission Company at the international border near Emerson, Manitoba, 
and ultimately to sell gas to Tennessee Gas Transmission Company at the 


international border near Niagara Falls, New York. 


In the present study, the markets being considered are those in 
existence or to be developed in Canada along the general route of the pro- 
posed line. Additional detail as to the markets proposed to be served is 
set forth in Section VII of this report and in Exhibits 7 and oh Schedules 


3, of the Appendix to this report. 
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GAS PURCHASE CONTRACTS, AUTHORIZATIONS 
AND GAS RESERVES 


A. GAS PURCHASE CONTRACTS 
1. Description of Contracts 

Two interim and 22 long-term contracts, as amended, covering 
quantities of gas to be purchased from 11 natural gas fields, 1m etter. 
or pending execution between various gas producers in Alberta and Trans- 
Canada Pipe Lines Limited, are listed on Exhibit 3 in the Appendix to this 
report. A small “a REE SKE quantity will be obtained from one other field, 
the Kessler field. The contract covering the Princess field includes the 


adjacent Patricia field. 


In all of these contracts the buyer is Trans-Canada Pipe Lines 
Limited. They provide for delivery of the gas purchased to The Alberta 
Gas Trunk Line Company Limited at a point or points in the field, or at 
the tail gate of a gas treatment plant to be constructed by the seller, 
and for transmission of the gas by Trunk Line for delivery to Trans-Canada 
at a point in Alberta near the Saskatchewan border referred to as the 


"Saskatchewan Gate.” 


All of the long-term contracts continue in effect by their terms 
for 25 years beginning the first day of the calendar month following the 
month in which the first delivery of gas is made or until expiration of 
Trans-Canada's permit to remove gas from Alberta, whichever first occurs. 
It is noted, however, that contracts relating to three of the fields, 
Gilbey, Homeglen-Rimbey, and Nevis, provide that after 2O years the con- 
tract quantities shall be re-examined on the basis of reserves then avail- 
able. Also certain other contracts, those relating to the Provost field, 


are limited by delivery of a stated total quantity of gas. 


Section 
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The interim contracts, which Trans-Canada is about to execute, 
provide for a small amount of gas during the starting period in which Trans- 
Canada will have constructed only a part of its line. These interim con- 
tracts each provide for a term of 18 months next following the first de- 
livery of gas thereunder, or until commencement of delivery of gas under 
the long-term contract with the same producer covering the same PLeid, (OL 
until expiration of Trans-Canada's permit to remove gas from Alberta, which- 
ever first occurs. They relate to the Bindloss field which is comparatively 
near the Saskatchewan Gate and thus requires a minimum amount of construc- 


tion by Trunk Line for gathering. 


The interim contracts also provide for gas required for packing, 
pigging, purging and testing the pipeline separate and apart from the daily 
contract quantities and maximums and minimums. The interim contracts will 
presumably be superseded by the long-term contracts with the same sellers 
covering the same field by November 1, 1957. These contracts together ap- 
pear to provide sufficient gas for packing, pigging, purging and testing 
the entire Trans-Canada system although additional long-term contracts will 
have to be activated to supply markets during the interim period before the 


system is completed and in full operation. 


Attached to each long-term contract is a letter, marked Exhibit 
"Bl", which outlines the Trans-Canada project as contemplated when such 
letters were written. Each of these letters has subsequently been amended 
by the same letters of extension which extended the delivery dates and dates 


for commencement of price escalation. However, these letters as so amended 
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do not outline the project as it is now scheduled. They indicate that 
during 1957 the originally projected pipeline system will be completed 
east to Winnipeg, Manitoba, and from Winnipeg to Emerson, Manitoba. 
Neither Plan 1 nor Plan 2 includes the kmerson lateral. Also these letters 
indicate that the lines from Toronto Junction to Sheridan, Ontario, and 
from Toronto Junction to Montreal, Quebec, will be completed during 1957. 
This is contemplated under Plan 2 but under Plan 1 these lines would not 
be constructed until 1958. The entire system is stated to be planned for 
completion in 1958. To the extent that any of the program as described 
in the letters is not to be carried out, clarifying amendments to the 
long-term gas purchase contracts are indicated. Otherwise the discrep- 


ancies would apparently furnish ground for cancellation of the contracts. 


2, Volumes and Deliveries 

The quantities of gas covered by the contracts are listed on 
Exhibit 3 in the Appendix to this report. The interim contracts cover & 
daily contract quantity of 21,500 Mcf per day. In these the parties 
agree to do all things necessary to start deliveries of gas on or before 
the later of November 1, 1956, or 30 days after notice, to be given not 
later than October 1, 1956, by Trans-Canada that it is ready to accept 
deliveries. If Trans-Canada is unable to take regular deliveries of gas 
under the interim contracts by July 1, 1957, each seller has the right 
to terminate on August 31, 1957, by giving notice on or before August 
15, 1957. General provisions of these contracts are much the same as 


those oi the long-term contracts. 


Section 
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The daily contract quantities of gas covered by the long-term 
eontracts total as follows: For the first year, 230,200 Mcf per day, for 
the second year, 452,977 Mcf per day, and for the third year and there- 


after, 591,977 Mcf per day. 


All of the contracts fix daily maximum quantities which can be 
taken and daily annual average minimum quantities which must be taken or 
paid for. These maximum and minimum amounts are also listed on Exhibit 3 
and are discussed in the subsequent pages of this section. The daily 
maximum quantities of the long-term contracts total as follows: For the 
first year, 264,729 Mcf per day, for the second year 531,426 Mcf per day, 
and for the third year and thereafter, 657,326 Mcf per day. The daily 
annual average minimum quantities of these contracts total as follows: 
For the first year,149,630 Mcf per day, for the second year, 349,735 Mcf 
per day, for the third year, 460,985 Mcf per day, for the fourth year, 
478,632 Mcf per day, and for the fifth year and thereafter, 482,082 Mcf 


per day. 


In each ease the actual year will begin the first day of the 
month following the first delivery of gas under the respective contract. 
Therefore the calendar date for the beginning of the respective years may 
in practice differ as among the contracts. Each contract further provides 
that Trans-Canada undertakes to do all things necessary to complete its 
pipeline system so gas may be delivered into it before a stated date, 
which is the date used for the purposes of Exhibit 3. This date is Novem- 


ber 1 in each contract but the years differ. In some contracts it is 1957, 
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in others 1958, and still others 1959. Also each contract provides a date 
on or before which Trans-Canada must be able to take gas. This date is 
the December 15 following the November 1 fixed in the particular contract. 
Upon failure of Trans-Canada to do so the seller has option to terminate 


the contract. 


None of the long-term contracts is by its terms tied in with any 
other. The taking of gas is a separate and independent matter under each 
contract and taking or not taking of gas under one does not affect the tak- 


ing or not taking of gas under any other. 


The pattern that results from this documentation thus is that 
prior to November 1, 1957, Trans-Canada may take gas from the Bindloss 
field under one or both of the interim contracts, and thereafter under the 
Bindloss long-term contracts, and deliver such gas to markets along the 
line from the Alberta border to Port Arthur and Fort Williams, Ontario. 

As additional quantities of gas are required for service to these and 
other markets other contracts relating to other fields can be acti- 
vated. All contracts must be activated, however, within their respective 
time requirements, as discussed above, or be subject to cancellation and 


consequent loss of reserves. 
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3. Relation of Gas Supply to Capacity oie Line 
In the following table are set forth the annual capacity of the 
proposed line in comparison with the total annual minimum take-or-pay quan- 
tities, the annual total of daily contract quantities, and the annual total 
of daily maximum quantities, covered by the long-term contracts (assuming 
unitization in certain cases) as detailed on Exhibit 3 in the Appendix to 


this report. The figures shown are in millions of Mcf. 


Annual 
Capacity 
(At 90% Annual Annual Total Annual Total 
Annual Minimum of Daily of Daily 
Year Capacity Take-or-Pay Contract Maximum 
Beginning Factor ) Quantities Quantities Quantities 
November 1, 1957 15a kx 54.6 81.0 96.6 
November 1, 1958 98.9 127.6 165.3 193.9 
November 1, 1959 12525 168.2 216.0 239.9 
November 1, 1960 150.8 eT 216.0 239.9 
November 1, 1961 169.8 179-9 216.0 239.9 
November 1, 1962 187.9 17589 216.0 239.9 


* Market; capacity exceeds this figure. 


From this table it is seen that the capacity of the line (or the 
market in the case of the year beginning November 1, 1957) is insufficient, 
until the year beginning November l, 1962, to utilize the total quantity 
of gas required to be taken by Trans-Canada under the minimum take-or-pay 
provisions of the gas supply contracts. In the year beginning November l, 
1957, the excess of gas supply is 39.6 Bef; beginning November 1, 1O5G. a 
is 28.7 Bef; beginning November ee ee iG, LS 42.7 Bef; beginning November 
1, 1960, it is 23.9 Bef; and beginning November 1, 1961, it is 6.1 Bef. 


In the year beginning November 1, 1962, the capacity of the line 
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exceeds the minimum take-or-pay quantity by 12.0 Bef. It may be that this 
excess of peste quantities during the earlier years could be adjusted 
downward by downward revision of contract quantities in the early years. 
Also the take-or-pay quantities would be reduced by 24,000 Mef if the 


Homeglen-Rimbey field is not unitized, but at a loss of long-term reserves. 


From this table it is also seen that the annual total of the daily 
contract quantities exceedsthe annual capacity of the line in all of the 


years. 


4. Price Provisions 
Price of gas taken under the interim contracts is fixed at 10¢ 


per Mcef on a 14.4 psia pressure base and is not subject to redetermination. 


Provisions covering the basic unit purchase prices of gas under 
the long-term contracts, as amended, are the same in all contracts but the 
actual price is subject to periodic redetermination and also to other causes 


for change from the prices as scheduled in the contracts. 


The actual price of gas to be paid by Trans-Canada to the supp lier 
is increased in each case by a charge, as hereinafter noted, payable to Trunk 
Line for gathering in the field and transportation to the Saskatchewan Gate 


for delivery to Trans-Canada at that point. 
All payments are to be made in Canadian funds. 


The scheduled basic unit purchase prices per Mcf are based on a 


pressure base of 14.4 psia at 60° F. temperature. If gas is resold on a 
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14.73 psia pressure base the amount of gas would be about 2.3% greater than 
the amount at a pressure base of 14.4 psia. A price of 10¢ per Mcf at 14.4 


psia equates to about 10.23¢ per Mcf ac 1.73 psia. 
The basic unit purchase prices as listed in the contracts are 


as follows: 


Period Price 


one ae date cr inisial delivery ieee 


React, SRF ee eee La ae 10¢ per Mcf 
From Jan. 1, 1960 through Dec. 31, 1960 ... - 10.25¢ per Mcf 
From Jan. 1, 1961 through Dec. 31, ole os Oe DOe sper mer 
From Jan. 1, 1962 through Dec. 31, POGea es cs 10.79 per Mer 
From Jan. 1, 1963 through Dec. 31, 1963 ... - 11¢ per Mcf 
From Jan. 1, 1964 through Dec. 31, 1964 ... - 11.25¢ per Mcf 
From Jan. 1, 1965 through Dec. 31, 1965 ... > 11.50¢ per Mcf 
From Jan. 1, 1966 through Dec. 31, 1966 .... LL. 75¢ per Met 
From Jan. 1, 1967 through Dec. 31, 1967 ..-.- - 12¢ per Mcf 
From Jan. 1, 1968 through Dec. 31, 1968 .... 12.25¢ per Mcf 
From Jan. 1, 1969 through Dec. 31, 1969 ...-.- 12.50¢ per Mcf 
From Jan. 1, 1970 through Dec. 31, Ly 0) Pee 12.75¢ per Mef 
From Jan. 1,:1971 through. Dec. 31, 19/71 -..:- 13¢ per Mcf 
From dan. J, 1972. through Dec. 31, 1972 ++. + 13.25¢ per Mcf 
From Jan. 1, 1973 through Dec. 31, 1973 - ++ -s 13.50¢ per Mcf 
From Jan. 1, 1974 through Dec. 31, 1974 ... - 13.75¢ per Mcf 
From Jan. 1, 1975 through Dec. 31, 1975 ..-s > 14¢ per Mcf 
From Jan. 1, 1976 through Dec. 31, 1976 ...- 14.25¢ per Mcf 
rom dane 1, lop(ecerousn Dec. 31, 1977 . « - « 14.50¢ per Mcf 
From Jan. 1, 1978 through Dec. 31, 1978 ... » 14.75¢ per Mcf 
From Jan. 1, 1979 through Dec. 31, 1979 ..-.- . 15¢ per Mcf 
From Jan. 1, 1980 through Dec. 31, 1980 ....- 15.25¢ per Mcf 
From Jan. 1, 1981 through Dec. 31, 1981 ... - 15.50¢ per Mcf 


From Jan. 1, 1982 and thereafter during 
toe erm herectmmre res - - - . . +--+ + 1).fo¢ per Mer 
These basic unit prices are subject to redetermination under a 
variety of circumstances as hereinafter set forth. However, in no case 
shall any redetermination of price result in reduction below the basic 


price or any previously redetermined price. 
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Provisions for redetermination of price require redetermination 
prior to January 1, 1963, in one case only, namely, that Trans-Canada's 
"carnings rate of return’ shall be in excess of either 7% or such other 
earnings rate, if any, as may be fixed by regulation or legislation, which- 
ever is lower. Means for determining amount of earnings rate of return 


are set forth. 


Commencing January 1, 1963, redetermination of price shall be 
undertaken (a) within 60 days from January 1, 1963, and each fifth January 
1 thereafter, (b) within 60 days from the date Trans-Canada may commence 
to transport volumes of gas in quantities amounting to 183,000,000 Mcf per 
year, (c) within three months after over-all quantities of gas transported 
by Trans-Canada for its own account from western Canada through its system 
in Canada are increased above 183,000,000 Mcf per year, and (a) within 30 
days after Trans-Canada's earnings rate of return shall be in excess of 
either 7% or such other earnings rate, if any, as may be fixed by regula- 
tion or legislation, whichever is lower. Furthermore, in the event Trans- 
Canada, by reason of increased prices or costs, applies to a regulatory or 
governmental body, it is required by the contract to present as part of its 
case such inflationary trends together with the effect of such trends on 


the price of gas with a view to increasing prices to seller. 


Redetermination of price in any of the foregoing cases shall be 
arrived at by mutual agreement but if mutual agreement cannot be reached 


the redetermination shall be referred to arbitration. 
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Tt is noted that these provisions for redetermination and price 
adjustments in effect place 4 ceiling on rate of return of Trans-Canada at 
close to 7% and sharply restrict negotiations with customers who might be 
induced to take larger volumes at lower prices. Further it is noted that 
the repeated redetermination affecting the entire price structure are with- 
out standards as to how the redetermined prices are to be fixed. Unless 
redetermination can be accomplished by mutual agreement the redetermination 
goes to arbitrators whose decisions are likewise uncontrolled by any stan- 


dards. 


In addition to provisions for redetermination, the contracts pro- 
vide that if Trans-Canada voluntarily reduces prices to any of its customers 
taking not less than 15,000,000 Mcf of gas per year, Trans-Canada shall in- 
crease the price of gas payable to seller, for the period such reduction is 
in effect, by 50% of the total average reduction per Mef to such customers 
and, further, that if Trans-Canada in any year earns an excessive rate of 
return as above determined and by reason thereof its prices to its customers 
are reduced by regulatory or legislative action, Trans-Canada shall auto- 
matically increase its price of gas payable to seller by 50% of the total 
average reduction so ordered unless the order of the regulatory body either 
allows an increase based on this principle or specifically denies an in- 


crease based on the principle. 


5. Minimum Take-or-Pay Provisions 
All of the gas purchase contracts contain minimum take-or-pay 


provisions. 
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In the interim contracts these provisions require payment for 65% 
of aggregate daily contract quantities during the life of the contract after 
first taking of gas. The percentage and quantities are set forth in detail 
by contracts in Exhibit 3 in the Appendix to this report. This take-or-pay 
minimum provision is not activated so long as gas is taken only for packing, 


pigging, purging and testing. 


In the long-term contracts these take-or-pay minimum provisions 
are based on annual amounts, or annual daily averages. The percentages in 
the first year are all 65% but thereafter vary somewhat until in the) fit va 
year and thereafter they are all 80% except one which is 85%. The percent- 
ages and quantities are set forth in detail by contracts in Exhibit 3 in the 


Appendix to this report. 


Gas paid for but not taken in any year may be taken in the next 
succeeding year but does not also count as part of the annual volume for 


that year. This applies to the interim as well as the long-term contracts. 


6. Maximum Daily Quantities 
All of the contracts also contain provisions which permit the 

taking of gas, on a daily basis, in certain percentage quantities above 

the daily contract quantities. In the interim contracts this percentage 
is 115%. In the long-term contracts the percentages range from 105 . 88% 
to 130%. The percentages and quantities are set forth in detail by con- 
tracts in Exhibit 3 in the Appendix to this report, the total quantities 
aggregating 657,326 Mcf per day in the year beginning November 1, 1959, 


and thereafter. 
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Tt is noted that these maximum quantities are on a daily basis 


whereas the take-or-pay minimums are on an annual basis. 


7. Btu Adjustment 
If the weighted average Btu content of gas delivered in any month 
4s less or more than 1,000 per cubic foot, the price is decreased or in- 


creased in proportion to such Btu variation. 


8. Heating Value and Delivery Pressure 

Cas shall have a heating value no less than 950 Btu per cubic 
foot and shall be delivered at pressures which vary between the contracts 
from 725 psia to 900 psia at a temperature not greater than 120° F. Pro- 
visions are made for variations from these requirements. The interim con- 


tracts provide for 725 psia pressure. 


vo Eee 

New or increased occupation, production, severance or sales taxes 
or equivalent imposed upon seller in excess of rates prevailing at the date 
of the purchase contract shall be borne one-half by Trans-Canada and one- 
half by seller. This provision does not apply to income, capital stock, 


franchise, general property or other taxes of like nature. 


Vee lOO Linge Provisions 
Pooling or unitizing the leases covered by the respective con- 
tracts is recognized and permitted. In case of pooling or unitizing the 


lease covers the sellers! interest in the gas produced from the unit. 
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ll. Conditions Precedent 


Effectiveness of the contracts is dependent upon certain conditions ; 


(a) That Trans-Canada shall have obtained on or 
before October 31, 1956, (August 1, 1956, in 
the interim contracts), all necessary permits 


from Alberta. 


(b) That Trans-Canada shall have obtained on or 
before October 31, 1956, (August 1, 1956, in 
the interim contracts), all other necessary 


certificates and permits. 


(c) That Trans-Canada shall have entered on or 
before November 30, 1956, (August 1, 1956, in 
the interim contracts), into a contract with 
Trunk Line for transportation of gas to the 


Saskatchewan Gate. 


(a) That Trans-Canada shall have obtained on or 
before November 30, 1956, (not contained in 
the interim contracts), a certificate from 


underwriters as to adequate financing. 


Unless these conditions are met the respective contracts terminate 
automatically on March 1, 1957, (September 1, 1956, in the interim contracts), 


except that the respective sellers have the right to extend said dates,October 
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31, 1956, and November 30, 1956, in the long-term contracts at any time be- 


tween said dates and March l, 1957, or to terminate the contracts before 


March 1, 1957. 


12. Regulatory Authorization 

Deliveries of gas are subject to required licenses, permits, cer- 
tificates and other authorizations and to sufficient completion of the 
Alperta Trunk Line pipeline to effect the deliveries. Also the contracts 
are expressly made subject to all laws, rules, regulations and orders of 


duly constituted authority. 


Ty 
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Bs ALBERTA EXPORT PERMIT 
The Proyince of Alberta acting through The Petroleum and Natural 
Cas Conservation Board under the authority of The Gas Resources Preserva- 
tion Act, Chapter 2 of the Statutes of Alberta, 1949, Second Session, has 
issued a permit for the export of gas from Alberta through facilities of 
The Alberta Gas Trunk Line Company Limited to supply the Trans-Canada pipe- 
line. This permit in its original form is dated May 14, 1954, and extends 


for 27 years from that date. 


Through successive amendments dated December 8, 1954, February 
10, 1955, April 22, 1955, October 31, 1955, February 23, 1956, and June 5, 


1956, the original permit was changed so that it is now effective as follows: 


The daily maximum quantity is 620,000 Mcf. The 12 months’ 
maximum is 183,000,000 Mcf and the total aggregate is 

4, 350,000,000 Mcf, all on a pressure base of 14.4 psia and 
temperature of 60° F. On a pressure base of eae te 
183,000,000 Mef equates to 178,900,000 Mcf and 4, 350, 000, 000 
Mcf equates to 4,252,545, 000 Mef. The time limit for comple- 
tion of financing of construction is April eo ae he 
deadline for commencement of construction is June 30, 1957, 
and for commencement of removal of gas from Alberta is 


December 31, 1957. 


The fields to which the permit applies, as amended to date, are 


as follows: 
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Attlee-Buffalo 
Bindloss 
Cessford 
Countess 
Duchess 

Gilby 
Hamilton Lake 
Kessler 

Oyen 

Pincher Creek 
Princess 
Provost 
Sibbald 
Sylvan Lake 


With respect to a total amount not to exceed 900,000,000 Mcf, in- 
cluded in the over-all limit of 4, 350,000,000 Mcf, the permit also applies 
to the following fields: 

Erskine 
Fenn-Big Valley 
Homeglen-Rimbey 
Nevis 
Stettler 
subject to Board approval as to the daily amounts to be taken from each 


field. 


A second proviso, relating to both of the above-listed groups of 
fields, states that if on April 30, 1956, Trans-Canada has not satisfied 
the Board that it owns or has contracted for significant quantities of gas 
from any of said fields, the Board may without notice delete such field 


from the permit. 


With respect to the Nevis field, by letter dated April @, 1956, 


the Board approved a Trans-Canada contract for withdrawal of gas at a daily 
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rate not to exceed 100,000 Mcf. This letter also approves withdrawal from 
the Homeglen-Rimbey field of a total of 390,000,000 Mcf at a daily rate 


not to exceed 72,000 Mcf. 


Tt is noted particularly that this export permit applies only to 
gas exported through the facilities of The Alberta Gas Trunk Line Company 
Limited. Therefore Trans-Canada cannot take gas out of Alberta under this 


permit except through Trunk Line's pipeline. 


Supplementing this export permit and in view of the possibility 
that Trans-Canada may have need for greater quantities of gas then pres- 
ently under contract and presently covered by the export permit, Premier 
Manning of Alberta has stated in a letter dated September 9, 1955, to 
Trans-Canada that additional reserves of gas over and above those 
covered by the present permit would be made available as they become sur- 
plus to the requirements of the Province provided reserves covered by the 
present permit and any additional reserves are covered by contract. A 
copy of this letter is attached as Exhibit 4 in the Appendix to this 


report. 
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C. GAS RESERVES 


As stated in the DeGolyer and MacNaughton report dated July 1, 
1955, total estimated recoverable natural gas reserves in the 19 gas 
supply fields in Alberta assigned to Trans-Canada under its Permit from 
The Petroleum and Natural Gas Conservation Board of Alberta, dated May awe 


1954, as amended, as of the date of the report, were as follows: 


ESTIMATED RESERVES 


MMcf MMcf 
Recoverable Reserves 

Proved 5,573,418 5,448,556 

Probable 1,262,659 Vee3hs aie 

Total Proved and Probable 6, 836, 077 6,682, 928 

Possible 1,913,095 1, 870, 236 

Total 8749, 172 8,553, 164 


APIA sia 


Aiws4 73) Paia 


As stated in the Supplement to the DeGolyer and MacNaughton re- 
port, also dated July 1, 1955 (Table I), total estimated salable natural 
gas reserves available to Trans-Canada in the 19 assigned gas supply fields 
were as follows: 

MMCF @ 14.73 PSIA 
Salable Reserves Proved Probable Total 


Available under gas purchase 


contracts 3,634, 967 794,834 4,429,801 
Available in 13 fields from 

which Trans-Canada has con- 

tracted to purchase gas 4, 362, 770 954,645 5,317,415 


Available in 19 assigned fields 4,537,471 1,041,237 5,578,708 
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Deliverability schedules of proved salable reserves in Alberta 


under contract to Trans-Canada, as summarized in said Supplemental Report, 


are as follows in MMcf: 


Requirements 

Daily 

Year Annual Average 
1956-1957 65, 763 180.200 
1957-1958 139,932 383.400 
1958-1959 162, 544 4u5 , 300 
1959-1960 toe ai 498.900 
1960-1961 Oe eee 498.900 
1961-1962 ohare Tod 498.900 
1962-1963 2O2 gine 498.900 
1963-1964 102 sie 498.900 
1964-1965 ieee alabe: 498.900 
1965 -1966 182,112 498.900 
1966-1967 ioe we 498.900 
1967-1968 182,112 498.900 
1968-1969 262/112 498.900 
1969-1970 Lee ie 498.900 
1970-1971 His gtd 2 498.900 
1971-1972 182, 112 498.900 
1972-1973 ioe pele 498, 900 
1973-1974 182,112 498.900 
1974-1975 182) 112 498.900 
1975-1976 162s tle 498.900 
1976-1977 AbeS 1S 498,900 
1977-1978 182,112 498.900 
1978-1979 102; 112 498.900 
1979-1980 182,112 498.900 
1980-1981 182, 112 498.900 


Estimated Trans-Canada 


Total 
et dh.kt Psia 4, 374,723 
et 14073 Psia 4,276, (14 


Estimated Proved 
Reserves 

et ay ay Psié 

De) OAT EN ARE ets) 


Percentage Withdrawn 


Estimated Total 
Deliveries to 
Trans-Canada 


Annual 


65, 783 
139, 932 
162,544 
see abe 
oe le 
fon wile 
ksh OES 
oe Ae 
182,112 
peep pales 
ireat ie 
poe atic 
fo2.tle 
poem 
170, 223 
e516 
126,510 
109, 446 

995157 

83, 440 

74, 005 

66, 314 

50, 954 

43,089 

29,018 


3, 367, 163 
3,291, 727 


By 10,261 
3,634, 967 


90.6 


Estimated Trans-Canada 


Deficiencies 


Annual 


11, 889 
34,596 
55,602 
72, 666 
86, 955 
98,672 
108, 107 
HIS 
131,158 
139, 023 
153, 094 


Da 
Ave 


ay, 


rage 


Be 


9h, 
1b 
199. 
E26. 
OT: 
296. 
Bare 
359. 
380. 
19. 


2554 
Ee 
300 
050 
200 
300 
150 
180 
260 
850 
hoo 


1,007,560 
984, 987 
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Similar deliverability schedules of proved and probable salable 


in said Supplemental Report, are as follows in MMcf: 


Year 


1956-1957 
1957-1958 
1958-1959 
1959-1960 
1960-1961 
1961-1962 
1962-1963 
1963-1964 
1964-1965 
1965 -1966 
1966-1967 
1967-1968 
1968-1969 
1969-1970 
1970-1971 
1971-1972 
1972-1973 
1973-1974 
1974-1975 
1975-1976 
1976-1977 
1977-1978 
1978-1979 
1979-1980 
1980-1981 


Total 


at lta) Psia 4, 374, 723 
at 14.73 Psia 4,276, 714 


Estimated 
Reserves 


Estimated Trans-Canada 


Requirements 
Daily 
Annual Average 
65, 783 180.200 
139, 932 383.400 
162, 544 4L5 .300 
Lis ay a 498.900 
162, 12 498.900 
Tee) ie 498.900 
12, tie 498.900 
18a, 112 498.900 
Joe, tie 498.900 
182,112 498.900 
oe oie 498,900 
Loe ie 498.900 
Ve 2a. 498.900 
182,112 498.900 
eee 498.900 
182,112 498.900 
162,112 498.900 
182,112 498.900 
182,112 498.900 
ihsepab be 498.900 
toes bie 498.900 
182,112 498.900 
Igoe 498.900 
182,112 498.900 
162, 132 498.900 


Proved 


at 14.4 Psia 
at 14.73 Psia 


Percentage Withdrawn 


Estimated Total 
Deliveries to 


Trans-Canada 


Annual 


65,783 
139, 932 
162,544 
182,112 
poe erie 
yes oi ee 
Les 
foo! 
ioe, 112 
ABE ie 
ioe, Lie 
eee, MOS 
162, Lie 
Poe at 12 
Pose ie 
182,112 
pee tie 
toast 
179, 650 
153,410 
132,953 
115,925 
102, 238 
88, 547 
72,636 


3, 945,298 
3, 856, 910 


1531, 312 
4,429, 801 


sy¥ene 


o Trans-Canada, likewise as summarized 


Estimated Trans-Canada 


Deficiencies 
Daily 
Annual Average 
2,462 6.746 
28, 702 78.600 
49,159 134.650 
66, 187 181. 300 
79, 874 218.800 
93,565 256.850 
109, 476 299.900 
4e9, 425 
419, 804 
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TRANSPORTATION SERVICE FROM 
THE ALBERTA GAS TRUNK LINE COMPANY LIMITED 


Under date of March 26, 1956, Trans-Canada entered into a letter 
agreement with The Alberta Cas Trunk Line Company Limited, superseding and 
canceling an earlier letter agreement dated February aS 1956, which provides 
that Trunk Line will construct facilities in Alberta in accordance with Permit 
No. 1, dated December 29, 1955, granted to Trunk Line by the Minister of High- 
ways of the Province of Alberta, as such permit is amended by Amendment to 
Permit No. 1, dated March 23, 1956,for the purpose of transporting gas which 
will be purchased by Trans-Canada from various producers in the gas fields 
in Alberta where reserves are dedicated to Trans-Canada and will deliver 
such gas to Trans-Canada at a point inside the Province of Alberta near the 
Alberta-Saskatchewan border and in the general vicinity of Burstall, Saskatche- 
wan called the "Saskatchewan Gate". A copy of said letter agreement is at- 


tached as Exhibit 6 in the Appendix to this report. 


As is indicated on the map on page 5 of said Exhibit 6, the proposed 
Trunk Line system consists of an east-west section of 34" diameter main line 
(approximately 64 miles), extending west from the point of connection with 
Trans-Canada. From a point on this main line, approximately 18 miles west 
of the Saskatchewan border, an 18" lateral line will extend in a northerly 
direction to the Provost area with connections along the route at the Oyen, 
Sibbald and Bindloss fields. From the western extremity of the 34" section, 


Trunk Lines’ facilities will extend in three directions: 


1. Southwest 149 miles of 24" line to the Pincher Creek area. 
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2. Westward with a 7-mile section of 10-3/4" line to the Princess 
area, followed by a 20-mile section of 8-5/8" line to the 
Duchess area, and an 8-mile section of 6-5/8" line to the 


Countess area. 


3. In a northwesterly direction, commencing with jie Gini tesyor 
26" line to the Steveville area, and thence 11.2 miles of 
26" a@iameter line to the Cessford area, continuing at pu 
diameter for 111.4 miles to the Nevis area with a connection 
enroute to the Sunnynook area, and continuing from the Nevis 
area with an 18" diameter line 52 miles to the Homeglen- 


Rimbey area. 


As proposed, the Trunk Line system will operate on the pressure of the gas 
received from the gas wells with no compressor stations planned during the 


initial years of operation. 


The letter agreement of March 26, 1956 states that "Subject to each 
party making satisfactory financial arrangements not later than October 31, 
1956 to enable the construction of its respective project", the parties will 
prepare and execute prior to commencement of construction of their respec- 
tive pipeline systems, a definitive contract which will include the various 
provisions of the letter agreement. The transportation agreement is to have 
a term of 25 years, commencing with the date of initial delivery by Trunk 
Line to Trans-Canada, which is assumed to take place at November 1, 1957. The 


volumes which Trunk Line agrees to transport are limited to a maximum daily 
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quantity of 620,000 Mcf and a maximum annual quantity of 183,000,000 Mcf, both 
volumes at a pressure base of 14.4 psia and a temperature base of 60°F. These 
volumes are identical to those presently authorized in the permit granted to 


Trans-Canada by the Province of Alberta for export of gas from the Province. 


The letter agreement provides that Trans-Canada will pay Trunk Line 
for the transportation service contemplated by the agreement on a "cost-of- 
service" formula, covering operating expenses, depreciation (with a 4-1 /2% 
rate for the pipeline facilities), taxes, return at an annual rate of 7-1/2% 
on a specified rate base (stated to be original investment less accrued de- 
preciation, plus an allowance for working capital). During the development 
period, to extend for approximately three years from the commencement of 
service, and in any event ending on October 31, 1960, on the basis of Trans- 
Canada's present construction plans, Trunk Line agrees that the formula shall 
recognize reduced rategof depreciation and rates of return. Assuming de- 
liveries under the contract commence to Trans-Canada on November 1, 1957 and 
that the development period would then extend to October 31, 1960, the follow- 
ing are the reduced depreciation and rate of return percentages which would 


be applied to each year of the development period: 


Year Depreciation Rate Rate of Return 
1957-58 3-1/a% 5-1/4% 
1958-59 3-3/4% 6-1/2% 
1959-60 hq 6-3/4% 


These reductions in depreciation and return are intended to insure that the 
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transportation charge to Trans-Canada during the first three years of trans- 
portation service will not exceed 4¢ per Mcf. It is stated that, on the 
basis of estimated costs, the contemplated volumes at the time the letter 
agreement was executed, when applied to the cost-of-service formula, would 
accomplish this result. However, Trunk Line further agrees that the over-all 
charges for transportation service to Trans-Canada will not exceed 4¢ per 
Mcef, provided Trans-Canada (again assuming service under the contract com- 
mences November 1, 1957) requires the transportation of at least the fol- 
lowing quantities of gas through the Trunk Line system during the following 


years: 


Year Minimum Annual Volume 
1957-58 63,815,000 Mcf 
1958-59 140,362,000 Mcf 
1959-60 163,486,000 Mcf 


These volumes are substantially in excess of the capacity of the Trans-Canada 
project, at an assumed annual capacity factor of 90% of the system's peak 
capacity for the years in question. For the year 1957-58 the volumes which 
Trans-Canada can take from Trunk Line,. based on limitations as to markets on 
the western section of the line, are estimated to be about 15,000,000 Mcf. 
With the completion of the 1958 construction program, and with the entire 
Trans-Canada line in service, the annual capacity of the system will be ap- 
proximately 99,000,000 Mcf, whereas, after the installation of additional 
compressor stations in the 1959 construction season, the annual capacity of 


the system for the year 1959-60 will be approximately 126,000,000 Mcf. it 
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will therefore be necessary for Trans-Canada to secure modificationsof its 
agreement with The Alberta Gas Trunk Line Company Limited, if it iseto be 
assured of a id-per-Mcf maximum transportation charge from Trunk Line. With- 
out such assurance and with the reduced volumes now contemplated to be taken 
from Trunk Line, the cost-of-service fromula would result in a materially 


higher cost of transportation to Trans-Canada. 


In addition to the cost of transportation payable by Trans-Canada 
to Trunk-Line, if such cost of transportation is found to average less than 
4d per Mcf after an annual review, Trans-Canada must in that case, by the 
terms of the gas supply contracts discussed in Section IV of this report, pay 
the respective sellers the difference between the actual annual average cost 
and id multiplied by the total number of Mcf of gas purchased from each re- 
spective seller. This provision has the effect of creating a "floor" of 4¢ 
per Mcf (4.09¢ per Mcf equivalent at Trans-Canada's 14.73 psia sales pressure 
base) throughout the life of the agreement, but with the exception of the ig - 
per-Mcf limit discussed above during the developmental period, the contract 
contains no "ceiling" of any kind on the cost of transportation which must be 


paid to Trunk Line by Trans-Canada. 


Also, in its present form, the letter agreement provides no ceil- 
ing to cover the cost of transportation of any small amounts of gas which 
might be taken by Trans-Canada for cleaning, purging, filling or commence= 
ment of sales to market prior to the taking of gas for market under the 
long-term contracts, which is assumed to commence November 1, 1957. It is 


understood, however, that Trans-Canada contemplates negotiation of an interim 
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transportation contract to cover the incidental volumes of gas to be trans- 


ported for it during the period prior to November 1, 1957. 


The engineering report of Dutton-Williams-Mannix on the proposed 
gas pipeline system for Trunk Line, dated November 5, 1955, has been reviewed 
briefly as to estimated costs of construction shown. Based on such brief re- 
view, and a comparison of those costs with our revised estimated costs of con- 
struction for Trans-Canada's Western Section through comparable terrain, it 
is believed that the estimated costs of construction for the proposed pipeline 
system of Trunk Line set forth in the Dutton-Williams-Mannix report are suf- 
ficiently adequate to cover all costs, including the August, 1956 increases 
in pipe costs. Direct pipeline operating and maintenance expense estimated 
for Trunk Line in the November 5, 1955, report is on the basis of approxi- 
mately $1,000 per mile of line in comparison with a maximum figure of $700 
per mile of line estimated by Trans-Canada for its own operations. It is 
believed that such estimate of direct pipeline operating and maintenance ex- 
pense of the Trunk Line system is a "Pull" figure which may be bettered in 
actual practice. Administrative and general expenses are estimated at 30% 
of direct operating and maintenance expense, and, for the type of operation 
of the Trunk Line project, the resulting dollar figures for administration 


and general expense are believed to be adequate. 


The governmental authorizations from the Alberta government to The 
Alberta Gas Trunk Line Company Limited appear adequate and sufficient for the 
service proposed to be rendered. In testimony presented by Trunk line before 


the Federal Power Commission in Docket G-9448 et al., Trunk Line stated that 
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it has a letter of intent dated September 26, 1955 from Tanner & Co. Limited 
and Nesbitt, Thomson and Company, Limited, acting as Joint Syndicate Managers 
on behalf of a group of Canadian snvestment banking houses, indicating thear 


sntention of financing Trunk Line's proposed gas gathering system. 


VI. TRANS-CANADA'S ESTIMATES OF COSTS 
OF CONSTRUCTION AND OPERATION 


VI. 
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TRANS-CANADA'S ESTIMATES OF COSTS 
OF CONSTRUCTION AND OPERATION 
A. COSTS OF CONSTRUCTION 

In analyzing the cost estimates of Trans-Canada for construction 
of the proposed pipeline and compressor station facilities, a check was 
first made of the pipeline flow calculations used by Trans-Canada in sizing 
the facilities. It was determined that the line sizes and compressor sta- 
tion installations proposed were adequate to handle the through-put volumes 


contemplated. 


The amount included in the estimates for line pipe delivered to 
yarious distribution points selected along the right-of-way were checked 
in some detail. This check covered pipe price, duty, sales tax and freight. 
As to 38,900 tons of 34" pipe now on location, all items of cost of such 
pipe delivered to distribution points were verified from actual company 
records. The remaining 167,911 tons of 34" pipe from United States sources 
is expected to be delivered prior to July, 1957. Mill prices for this pipe, 
reflecting recent increases resulting from the 1956 summer steel strike 
were checked, requiring some upward adjustment from the original Trans- 
Canada figures. Also, freight was adjusted to reflect an increase of 7h 
which went into effect on the Canadian railroads in March, 1956... This 
freight rate increase is a temporary one being collected under bond, but 
it is presumed that the Canadian railroads will receive this full increase 
upon determination of a final rate. The import duty has been computed at 
40% of the full rate in expectation of a probable 60% rebate which it is 


expected will be negotiated on such items as line pipe. 
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Of the 30" pipe, 200,000 net tons is on order from South Durham 
| Steel & Iron Company, Limited, Stockton-on-Tees, England, and is scheduled 
for delivery f.o.b. Montreal, commencing March 1, 1957, with final deliv- 
eries to be completed in July, 1959. It is expected by Trans-Canada that 
some of the 75,000 tons of this order scheduled for 1959 delivery may be 
advanced to 1958. In addition to the pipe from England, a request has been 
made of Welland Tubes, Ltd., a new large-diameter line pipe manufacturer 
owned jointly by Page Hersey Tubes, Ltd. and the Steel Company of Canada 
and expected to be in operation in early 1s Geshe 253,425 Tons) OL 30" 
diameter pipe for 1957 and 1958 delivery. To date, orders for 21,016 tons 
for delivery in 1957 and 83,000 tons in 1958 have been accepted by Welland 
and negotiations are going forward which it is expected by Trans-Canada 
will lead to acceptance by Welland of orders for additional tonnage. Also, 
21,575 tons of 20" previously on order from a United States supplier has 
been switched to 30". Should the entire Wee be5 some OF ORL pepe ei or 
which orders have been placed with South Durham and inquiries placed with 
Welland, together with the 21,575 tons from the United States in fact be 
delivered, Trans-Canada would have some 83,000 tone, 01) 30) pipe Im excess 
of its presently estimated requirements. However, present firm schedules 
are 140, 807 tons of 30" short of Trans-Canada's requirements for Leys 7 
and 1958 construction schedules. Negotiations are presently in progress 
between Trans-Canada and other potential suppliers of 30" pipe to assure 


timely delivery of the required tonnages. 


The price for pipe from South Durham is firm as regards any in- 


crease in cost of labor, transportation or other costs, with the exception 
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of a variation in the price of steel plate. It is understood that no in- 
crease in the price of steel plate is at present contemplated by the 
English steel fabricators. The price on pipe from Welland Tubes, Lodi, 
+s understood to be governed by the price on pipe from England, f.o.b. 
Montreal. It is assumed that there will be no change in this price over 


the period of delivery. 


The relatively small amount of 24" pipe required for construction 
of the Sheridan lateral, approximately 4,500 tons, will be purchased in 
the United States. This pipe has been priced out at August, (AS: 19% a8 
prices, and, itaus assumed that the order will be delivered prior to any 


further price increase. 


The 20" pipe requirements of Trans-Canada, totaling Holo uOle:, 
are on order with United States mills and delivery is now scheduled to 
commence in December, 1956. This pipe has been priced out at August, 1956 


DiEvece. 


The 12" pipe requirements, 3,533 tons, may be purchased in either 


the United States or Canada, but have been priced out at August, 1956 prices. 


Although the full duty on English pipe in Canada is 10%, while 
the duty on pipe from the United States is 15%, it has been assumed that 
the 60% rebate of duty expected to be negotiated with the Dominion govern- 
ment will apply to pipe received from either country. Page Hersey Tubes, 
Ltd. has recently filed a petition with the Dominion Tariff Board seeking 


(a) an increase in the import duty and (b) elimination of any rebates on 
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import duty, with regard to any materials imported into Canada which are 
manufactured in Canada, including large diameter line pipe. Petitions 

in opposition to this request have been filed by Trans-Canada, the Canadian 
Petroleum Association, the Canadian Gas Association and several gas dis- 
tribution companies. According to information obtained from counsel for 
Trans-Canada, favorable action on Page Hersey's petition is believed un- 
likely, and even if successful could not become operative for perhaps 


ioree years. 


With regard to total estimated cost of pipe for the project, it 
is concluded that the Trans-Canada estimates as submitted, totaling 
$142,805,943 for all pipe, have not fully reflected the recent increases 
in pipe price in the United States as to the portions of the pipe to be 
shipped in the future from United States sources, nor does Top neluce le 
full amount of Dominion taxes payable. Trans-Canada's figures have there-— 
fore been adjusted upward to reflect the additional pipe price, together 
with the corresponding additions in duty and sales tax, an increase in 
freight rates and taxes not previously included by an amount of $2,210, 30 


to a total figure of $145,024, 301. 


In reviewing Trans-Canada's estimated costs for installing piper 
aerial maps of the route were studied, field notes were reviewed, and the 
route was discussed in detail with personnel familiar with the project.. 
The presently estimated cost of stringing and installing the pipe complete 
for the 586-mile section of 34" pipe from the Alberta-Saskatchewan border 


to a point approximately 12 miles east of Winnipeg is $5.25 per foot. For 
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the entire section of 30" line from the point near Winnipeg, Manitoba, to 
Toronto Junction, a total of 1,251 miles, Trans-Canada's present estimated cost 
of installing such pipe is $11.64 per foot. The 25 miles of oh” Sheridan lat- 
eral extending from Sheridan, Ontario, up to Toronto Juction is estimated at 
$4.40 per foot for installation cost, and the 310-mile section, orecl pipe, Ex 
tending from Toronto Junction to Montreal, Quebec, has currently estimated in- 
stallation cost of $4.02 per foot. The cost of laying the Ottawa lateral, LO 
miles of 12-3/4" pipe, is $3.41 per foot. The above unit costs presently esti- 
mated by Trans-Canada are very close to those originally estimated by Canadian 
Bechtel Limited for such pipelines. A test of the adequacy of these figures 
has been obtained in connection with the accepted bids by Canadian Bechtel 
Limited in the amount of $5.25 per foot, and by Majestic Contractors in the 
amount of $5.00 per foot, covering the 200 miles of 34" line being installed at 
the present time. These bids confirm the estimated costs for installing eure 
pipe. It is believed by Trans-Canada personnel that these prices can be main- 
tained, or perhaps bettered slightly in practice, when it is possible to en- 
courage bidding from more contractors. Based on the above information, and on 
comparisons with accepted contractors' bid prices on the Westcoast Gas Trans- 
mission Company and Pacific Northwest Pipe Line Corporation projects, it is be- 
lieved that the estimated costs of installing pipe used by Trans-Canada are 


adequate. 


Based on information understood to have been given to Trans-Canada 
personnel by contractors interested in bidding on portions Of thes line, ivois 
believed that there will be no difficulty in obtaining an adequate number of 
trained personnel for the necessary crews to install the pipe on the schedule 


proposed by Trans-Canada. 
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As to compressor stations, some proposed by Trans-Canada will 
have centrifugal compressor: units of 7,600 h.p., while other stations Sree | 
have reciprocating units of Peo ap. el he presently estimated cost per 
tetas horsepower as used by Trans-Canada is $368 for the initial unit 
in a centrifugal station, with additional units to be added at an estimated 
cost of $280. Similarly, for reciprocating stations, an initrel anitein A 
new station is estimated at $450 per installed horsepower, with additional 
units estimated at $280. Based on recent known experience of pipelines in 
the United States for the installation of similar centrifugal and reciprocat- 
ing units, adjusted to reflect the differences occurring by reason of duty, 
sales tax and additional labor costs in connection with installation in 
Canada, it is believed these estimated costs of compressor stations used by 


Trans-Canada are adequate. 


Following check, it is believed that the estimates as to cost of 
providing housing at compressor stations of $60,000 per station used by 


Trans-Canada are adequate. 


With regard to metering and regulating stations, with the excep- 
tion of the Ottawa Station on the 12-3/4" line, estimated at $70,000 the 
Perey Ine 42 measuring and regulating stations have been estimated by 
Trans-Canada at either $80,000 or $100,000 each. It is believed that 


these estimates are adequate to cover the costs of such stations. 


The above estimated figures for the cost of the pipeline (after 
adjustment for changes in the cost of pipe) and compressor stations, hous- 


ing, and metering and regulating stations, do not include the allowance 
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for contingencies. After including the recomputed contingency allowance 
(in accordance with the formula used by Trans-Canada, and believed to be 
adequate) to reflect the pipe price adjustments made it is believed that 
the resulting total costs of construction are adequate for the project. 
Such costs through the 1958 construction season and including $119, 530, 841 
of costs estimated for the Crown Corporation section, total $331, 740, 860, 
exclusive of the distribution of preliminary costs Pate prior to June 
Gy 1956, but allocable to pipeline construction, and also excluding in- 
terest during construction. This corresponds to Trans-Canada's estimated 


figure for the same construction of $328, 322,000. 


The total estimated cost of facilities shown on Kxoi bie, 
Schedule 1, for Plan 1 and Exhibit 8, Schedule 1, for Plan 2, construc- 
tion cost details of which are developed in Exhibit 9, includes interest 
during construction at agrate of 7h per annum, which percentage reflects 
the higher costs of capital in Canada as compared with such costs in the 
United States. Since it is expected that under either Plan 1 or Plan fa 
service will be commenced on a limited basis through a portion of the 
facilities commencing November 1, 1957, it has been determined, following 
discussion with Trans-Canada's auditors, that the portion of line complet- 
ed and so placed in service on a limited basis at November 1, 1957, shall 
be considered as being only partially in service for the period from 
November 1, 1957, to November 1, 1958, when the entire line is assumed to 
go into full service. As to the amount included in the account for con- 
struction work in progress at November 1, 1957, a portion thereof, comput- 


ed by applying to such portion a percentage obtained by dividing (a) the 
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estimated sales revenues for the 12-months period commencing November 1, 
1957, by (b) the estimated sales revenues for the 12-months period com- 
mencing November 1, 1958 (being the first twelve months during which the | 
line is estimated to be in full service), is considered as having gone in- 
to service at that date. The remaining portion of the figure for construc- 
tion work in progress at November 1, 1957, is considered as remaining in 
the construction work account until November 1, 1958, and is subject to 
continuing accumulation of interest during construction at the 7h per annum 
rate. The computation as to the amount of interest during construction 
charged during the year commencing November 1, 1957, is shown on Exhibit 

7, Schedule 1, as to Plan 1 and Exhibit 8, Schedule 1, as to Plan 2. De- 
preciation charges are considered to commence at November 1, 1957, as to the 


portion of the plant considered as going into service at that date. 


With regard to the Crown Corporation section of the Trans-Canada 
line extending from the Manitoba-Ontario border to Kapuskasing, Ontario, it 
is presently proposed that construction on this section be completed over 
the two construction years 1957 and 1958 instead of the entire section being 
constructed during the year 1957 as had been proposed originally. The agreed- 
upon figure for interest during construction on the Crown Corporation sec- 
tion, reflecting the Crown Corporation's lower cost of money, is 3-1/2% per 


annum. 


Trans-Canada has discussed with the Crown Corporation and is under- 
stood to be working out an agreement to reflect the principle of the two- 


year construction program, with the commencement of rental payments and 
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accumulation of liability as to minimum rental payments as of the dates of 


placing each portion in service, whether for full or partial use. 


It is proposed by Trans-Canada that the facilities of Niagara Gas 
Transmission Limited be acquired by Trans-Canada at the time the main line 
is placed in service, estimated at November l, 1958. The estimated cost of 
acquisition at that date is $5,400,000. Although no firm obligation appears 
to exist for Trans-Canada to acquire the facilities of Niagara at that date, 
such acquisition is understood to be the intent of the parties and of the 
two Canadian banks which have financed the present Niagara facilities by the 
purchase of Niagara's debentures. In addition, such acquisition is necessary 
if Trans-Canada is to reach several of its proposed markets which lie be- 
tween Sheridan, Ontario, and the point of connection of Niagara with Tennessee 
Gas Transmission Company at the international border near Niagara Falls, New 
York. Also, by acquiring Niagara, Trans-Canada gains 4 direct interconnec- 


tion with Tennessee Gas Transmission Company. 


In general, with the exception of adjustment to the price of pipe 
not yet delivered to Trans-Canada, Trans-Canada's figures as to construction 
costs of the facilities proposed have been adopted for the purposes of this 


report. 


B. COSTS OF OPERATION AND MATNTENANCE 
Following comparison with known costs of pipelines in operation 
in the United States and of estimated costs related to new projects in pro- 


cess of construction in both the United States and in western Canada, the 
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estimated unit costs for "Pipeline Maintenance and Patrol" used by Trans- 
Canada in its studies have been adopted for the purposes of this report, 


as follows: 


(1) For the 586 miles of 34" line, extending from the Alberta-Sas- 
katchewan border to a point 12 miles east of Winnipeg, $400 per 


mile of line per year. 


(2) For the 1,251 miles of 30" line, extending from the point near 


Winnipeg to Toronto Junction, $700 per mile of line per year. 


(3) For the 451 miles of line in the eastern section of the Trans- 
Canada project, including the Niagara facilities, the portion 
of lateral line from Sheridan, Ontario, to Toronto Junction, 
the Montreal line from Toronto Junction to Montreal, Quebec, 


and the Ottawa lateral, $300 per mile of line per year. 


Costs of communications, based on a proposal received by Trans-. 
Canada from the Trans-Canada Telephone System, have been estimated at BAe 


per mile of line. 


Based on operating experience figures obtained relating to both 
centrifugal and reciprocating types of compressor stations in the United 
States, compressor station operation and maintenance expense has been esti- 
mated in this report on the basis of $8 per year per installed horsepower 
for centrifugal compressor units, and $16 per year per installed horsepower 


for reciprocating compressor units. Trans-Canada had separately estimated 
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compressor station operating labor and station maintenance, compressor unit 
overhaul costs, and compressor unit operating and maintenance costs (exclud- 
ing fuel). As is shown in the following tabulation, the cost figures esti- 
mated for the purposes of this report are less than those of Trans-Canada 
during the early years of operation, but are above the Trans-Canada figures 
for the last year estimated: 


Annual Compressor Station Operating and 
Maintenance Expense 


As Estimated by As Estimated by 

Year of Operation Trans-Canada Commonwealth Services Inc. 
Ist Year (1957-58) = $ 70,400* 

end Year (1958-59) eee 4.01, 600 

3rd Year (1959-60) 806, 300 601, 600 

hth Year (1960-61) aye Ty bOO 1, 1664, 000 

Sth Year (1961-62) > O00 1 500,000 

6th Year (1962-63) 1, 679, 200 2,070, 400 


*During the first year of operation compressors installed to 
be run only for testing and training purposes; expense esti- 
mated at one-half rate for a full year. 
Following check, the annual operating expense figure for operation 
of compressor station housing facilities, estimated by Trans-Canada at 
$7,000 per year per compressor station, has been adopted for the purposes 


of. this report. 


Based on experience of pipelines operating in the United States, 


the estimated annual cost of operation and maintenance of metering and 
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regulating stations has been reduced for purposes of this report to $6,000 


per year per station from the $10,000 per year used by Trans-Canada. 


Following check, the flat figure of S(5,000 forethe fitsu year 
and $250,000 per year thereafter included in operating and maintenance 
expense by Trans-Canada to cover contingencies has been adopted as reason- 


able for the purposes of this report. 


Based on experience data obtained from pipeline companies in the 
United States, the uniform figure of 40% of operation and maintenance ex- 
pense, including the allowance for contingencies, applied by Trans-Canada 
in estimating administrative and general expenses, has been increased as to 


the earlier years of operation, as follows: 


lst Year (1957-58) 50% 
end Year (1958-59) 47-1/2% 
3rd Year (1959-60) 45% 
4th Year (1960-61) 42% 


Subsequent Years Log 


With regard to depreciation, the 3-1/2% book figure used by Trans- 
Canada has been adopted as reasonable for the Pence OL Lois repors. | Lu 
has been noted above that depreciation is commenced with regard to the le 
months beginning November 1, 1957, as to the portion of facilities constructed 
at that date considered to be in partial service. For tax purposes, the de- 
clining balance method of computing tax depreciation at the maximum rate of 
6% per annum, indicated by Trans-Canada, has been adopted in computing tax 


depreciation for the purposes of this report. 
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It should be noted that under Canadian tax law, depreciable property 
cost includes all direct costs and overhead costs of depreciable property, 
including the charge for interest during construction and additional costs 
of financing, such as standby fees associated with commitments to purchase 


mortgage bonds at a future date. 


Following investigation and check, the method adopted by Trans- 
Canada for the computation of general taxes to be paid has been adopted as 


reasonable and used for such general tax computations herein. 


Estimated operation and maintenance expenses and general taxes, 
estimated in accordance with the factors adopted above, are set forth in 
Exhibits 7 and 8, Schedules 2 of the Appendix hereto. The provision for de- 
preciation is set forth in Exhibits 7 and 8, Schedules 6. Dominion of Canada 


Corporation Income Tax is computed at the rate of 47% presently in effect. 


VII. ESTIMATED REQUIREMENTS OF MARKETS AND 
GAS PURCHASE REQUIREMENTS 
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ESTIMATED REQUIREMENTS OF MARKETS 
AND GAS PURCHASE REQUIREMENTS 
A. PRINCIPAL MARKETS STUDIED 
The estimated requirements of the principal markets proposed to 
be served by Trans-Canada were studied in varying amounts of details as 


indicated below: 


1. Saskatchewan Power Corporation 

The Saskatchewan Power Corporation presently proposes to introduce 
natural gas service into the communities of Swift Current, Moose Jaw and 
Regina, Saskatchewan, to both general service and industrial customers. 
The company is understood to be currently laying a 12" gas transmission 
line from a natural gas field in Saskatchewan near the Alberta border to 
provide a portion of the service required for the above communities. The 
balance of its requirements are expected to be purchased from Trans -Canada 


and contract negotiations are currently in progress. 


We are informed by Fish Service and Management Company that the 
Saskatchewan Power Corporation now plans to contract for the following 


maximum daily volumes of gas: 


First Year (1957-58) 9,500 Mcf 
Second Year (1958-59) 11,500 Mcf 
Third Year (1959-60) 13,500 Mcf 
Fourth Year (1960-61) 15,000 Mcf 
Fifth Year (1961-62) 17,000 Mcf 


Sixth Year (1962-63) 19,000 Mcf 
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Since gas is to be purchsed from Trans-Canada on a demand-commodity rate, 
encouraging the taking of gas at as high an annual load factor as is 
possible, and since local gas is understood to be limited as to reserves 
and is customarily purchased on a flat rate per Mcf, making it the most 
economical source of gas to use for meeting peak load requirements, it 

+s estimated that the Saskatchewan Power Corporation will take gas from 
Trans-Canada on a 100% annual load factor basis. The resulting estimated 
annual gas purchase requirements from Trans-Canada are set forth below, 
together with annual total requirements of these communities, as furnished 


by Fish Service and Management Company: 


Estimated 
Estimated Annual Purchase Percent of Total 
Total Annual Requirements Requirements 
Requirements from Trans-Canada to be Supplied 
MMCF MMCF by Trans -Canada 
First Year ((1957-58) 7,076 3, 294 46 .6% 
Second Year (1958-59) 8,404 3,988 47 5% 
Third Year (1959-60) 9,899 4,681 47 3% 
Fourth Year (1960-61) 11,191 5,201 46.5% 
Fifth Year (1961-62) 12,608 5,895 46 .8% 
Sixth Year (1962-63) 13,920 6,588 LT 3% 


It is believed the indicated annual gas purchase requirements 
from Trans-Canada of the Saskatchewan Power Corporation are conservative 
and is expected that final negotiations of the contract may result ina 


commitment in excess of the volumes shown herein. 
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2, Plains Western Gas & Electric Company 

Plains Western Gas & Electric Company holds a franchise and 
permit and proposes to institute gas service in the community of Brandon, 
Manitoba. In connection with its application for a provincial permit, 
the company prepared estimates of its natural gas requirements. Brandon 
was visited for purposes of inspecting the community and the company's 
estimates were reviewed in detail in the field at that time and adjusted 
sn minor amounts. The resulting estimated natural gas requirements of 
Plains Western Gas & Electric Company, both annual and maximum day, are 


set forth below: 


Total Annual Maximum Day 
Requirements, MMCF Requirements, MCF 

First Year (1957-58) 579 Firm, Small General Service NE WES 

ape Industrial Interruptible 

931 
Second Year (1958-59) 1,104 5,486 
Third Year (1959-60) 1, 262 Gels 
Fourth Year (1960-61) vipoens 7,626 
Fifth Year (1961-62) ae) 8, 463 
Sixth Year (1962-63) 1,656 9,070 


3. Manitoba Power Corporation 

A steam-electric generating station is being constructed by the 
Manitoba Power Corporation north of Brandon and near the lateral line pro- 
posed to be constructed by Plains Western Gas & Electric Company to serve 
Brandon. In its early years of operation it is proposed by Manitoba Power 


Corporation that this plant be operated on winter time peak service with 


et aa 


a en 


Pat, 


ban 


MMII IAE 


. - 


vy aa am faesta! 1 8 fe ie 2 > Wie 


OD Slevoat eB aed rial hs 


‘Towed Aug? his vd Deaeiy at Ts smoke! ereqe 


atiw 2 yobvtE 20 dang oid 8 Creche De. ano gag ersqe 4) 
- 
oo | 


ent ® : = 
- = 


Section VII 
Page 4 


the annual period of operation being expanded from year to year. Although 
such power plant load occurs at the same time as Trans-Canada's firm peak 
requirements, the location of this plant along the Alberta-Winnipeg sec- 
tion of the Trans-Canada line would make the rendering OL Service appro- 
priate for a limited period of time. Such rendering of gas service to 

the plant during its early years of operation would permit deferment by 
Manitoba Power Corporation of an investment in a railroad siding and fuel 
handling equipment, estimated to be in excess of $100,000, for a period 

of at least two years. A special contract providing service through the 
winter of 1960-61 at a price in line with that of lignite, the competing 
fuel, should permit the attachment of this load. Although no contract 

has been signed to provide service to this load, it is believed such serv- 
ice on a limited basis is feasible and, therefore, it is estimated that 
the following volumes of gas will be sold for delivery to the Manitoba 
Power Corporation at a price to Trans-Canada conservatively assumed to 

be 25¢ per Mcf at Trans-Canada's main line for the first two years of serv- 
ice and 20¢ per Mcf for the succeeding two years when the service would 


become interruptible: 


Annual MMCF Peak Day MCF 
First Year (1958-59) 1,000 20,000 
Second Year (1959-60) 1, 240 40, 000 
Third Year (1960-61) : Pyanele) 40, 000* 
Fourth Year (1961-62) ay He ®) 4O, 000* 


* Service assumed to be interruptible, if required, in third and fourth years. 
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4, Intercity Gas Company 


Intercity Gas Company has franchises and provincial permits to 
initiate gas service in the Manitoba communities of Portage la Prainie, 
Rivers, Neepawa and Hamiota. The company is owned by Northland UpPbieTes 
Limited and Osler, Hammond & Nanton Investment Co. of Winnipeg. The com- 
munities were visited and basic data relating to the company's estimates 
of requirements were reviewed. Following minor adjustments, the estimated 


volumes of gas required as set forth below: 


Annual Volumes Firm 
Seasonal Maximum-Day 
Firm General Industrial Total Requirements 
Service MMCF MMCF MMCF MCF 
First Year (1957-58) 923 92 V,015 7,390 
Second Year (1958-59) 995 97 1,092 Sp0e i 
Third Year (1959-60) 1,065 102 16% Sno 
Fourth Year (1960-61) 7136 102 We3o 97153 
Fifth Year (1961-62) 1,219 102 o2k 9, 44 
Sixth Year (1962-63) 1,294 102 1,598 10, 344 


5. Winnipeg & Central Gas Company 

The Winnipeg & Central Gas Company at the present time supplies 
propane-air gas and propane in portions of the Greater Winnipeg area. The 
company indicates that, upon the arrival of natural gas, it expects to ex- 


tend service throughout the area, in so far as is practicable. 


The area was visited in order to appraise the possibilities for 


development of gas loads. A report on the area by Arthur D. PLUCLe Le a, 
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was also reviewed, together with basic data and estimates prepared by the 
company. The provisions of and volumes included in the service contract 
between Winnipeg & Central and Trans-Canada, dated May 12, 1955, were 
studied in detail, particularly as to minimum "take-or-pay-for" provisions. 
In addition, the Industrial Firm and Industrial Seasonal service which 
Winnipeg & Central has contracted to supply to Canada Cement Company 
Limited was analyzed in detail. The results of such studies of the Greater 


Winnipeg area market requirements are set forth below: 


Annual Requirements - MMCF 


Seasonal 
Firm General Firm Industrial Industrial 
Service Service Service Total 
First Year (1957-58) 1,665* 1,843 1,364 lyeOie 
Second Year (1958-59) 2,920* 1, 843 1, 364 6y 127 
Third Year (1959-60) 3,950* Tots 1,364 Hed leitt 
Fourth Year (1960-61) 56 1,843 1,364 8,323 
Fifth Year (1961-62) 6, 384 1,843 1, 364 9,591 
Sixth Year (1962-63) ee 1, 843 1, 364 10,579 


* Based on minimum "take-or-pay-for" provisions of 
May 12, 1955 contract. 
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Maximum Day Requirements - Mcf 
Firm Seasonal 
Firm General Industrial Industrial 
Service Service Service Total 
First Year (1957-58) 9, 120* 5,500 = 14, 620 
Second Year (1958-59) 16, 000* 5,500 = 21,500 
Third Year (1959-60) 21,650* 5, 900 = 219150 
Fourth Year (1960-61) 27, 000% ** 5,500 < 32,500 
Fifth Year (1961-62) A375 50 5,500 - 39,050 
Sixth Year (1962-63) 4o, 850 5, 500 - 46, 350 


* Based on minimum "take-or-pay-for" provisions of 
May 12, 1955 contract. 
It is believed that the above estimated volumes are conservative 
and, as a result of a vigorous sales campaign as is proposed by Winnipeg 


& Central, may be exceeded. 


6. Northern Ontario Natural Gas Company Limited 

The Northern Ontario Natural Gas Company Limited is a new com- 
pany which has obtained permits and franchises covering 25 communities 
located adjacent to the Trans-Canada line in Ontario from Kenora, Ontario, 
near the Manitoba border to North Bay, Ontario. None of the communities 
in the area has had gas service of any type up to this time. The company 
proposes to install natural gas distribution systems in the various com- 
munities throughout the area, and, in addition, proposes to serve substan- 
tial amounts of gas to a substantial number of industrial customers 
throughout its territory, notably paper mills in the western zone, which 


extends from Kenora, Ontario, to a point beyond Geraldton, Ontario, and 
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both paper mills and industrial loads associated with the minerals indus- 
try in the northern Ontario pene which extends from near Geraldton to 
include North Bay, Ontario. The largest industrial customer associated 
with processing of minerals which Northern Ontario proposes to serve is 
the plant of the International Nickel Company, Inc. near Sudbury, Ontario. 
Northern Ontario Natural Gas Company proposes to build a lateral line from 
Trans-Canada's main line to serve this major customer and the community 


of Sudbury. 


We have reviewed the report on Northern Ontario Natural Gas Com- 
pany Limited prepared by Fish Service and Mangement Company, the preced- 
ent agreement between Northern Ontario and Trans-Canada, the draft of 
proposed contract for natural gas for the northern Ontario zone, and have 
discussed the plans of Northern Ontario for load development with person- 
nel of the company and also with market development personnel of Trans- 
Canada. The results of such reviews and investigations of the Northern 
Ontario Natural Gas Company Limited market are set forth below as to the 


company's two service zones: 
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Western Ontario Zone 
Annual Volumes, MMcf 
Firm Maximum Daily Volumes, Mcf 

General Firm Interruptible General 

Service Industrial Industrial Total Service Industrial Total 
First Year 
(1957-58) TO Bes Pye3e 6, 223 9,100 8,900 18,000 
Second Year 
(1958-59) 1,207 3,413 erte3 wots Ll (OC 11, 000 EEE EO® 
Third Year 
(1959-60) 1,536 See 2,807 { (Om o4 000 11,000 25,000 
Fourth Year 
(1660-61) 1,029 Se a) sinetes: OF625 | 9.67000 11, 000 27, 800 
Fifth Year 
(1961-62) 2,143 3, 48 4,279 9, 835% 6 203/700 11 000 3, (00 
Sixth Year 
(1962-63) 2,459 Ske 3,963 97035 20), (00 11,000 sae 
Northern Ontario Zone 

Annual Volumes, MMcf ai 
Firm Firm Inter- Maximum Daily Volumes, Mcf 
General Indus- ruptible Seasonal General Indus- 


Service trial Industrial Off Peak Total Service trial Total 


—————— CS ee 


First Year 


(958-59). Uwe = Lyk) 5,346 Py 800m 1.0, 663 23,600 4,000 27,600 
Second Year 
(1959-60) 2,964 2,172 5,739 leo ae og secrad 28,050: (a1, 000%e35, 090 
third Year 
(1960-61) 3,665 6,205 8,435 3,183 21,488 39,000 20,000 59,000 
Fourth Year 
(1961-62)) 452310) +6;205 9, 544 2,447 22,407 4k, 400 20,000 64,400 
Fifth Year 


(1962-63) 4,783 6,205 10,481 1,914 23,383 49,200 20,000 69,200 


It is believed that the above estimated volumes are attainable, based 


on the load development program proposed by Northern Ontario Natural Gas Company Limited 
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7. Union Gas Company of Canada, Limited 

Union Gas Company of Canada, Limited furnishes natural gas serv- 
4ce at retail to over 93,000 customers located in a large number of com- 
munities in the Chatham-London-Sarnia-Windsor portion of the Ontario pen- 
insula, the area having an estimated population of 314,000 in 1956. in 
addition to its retail market, Union also sells substantial quantities of 
gas to United Fuel Investments, Limited, serving the area in and around 
Hamilton, Ontario, to Dominion Natural Gas Company, Limited, which distri- 
putes natural gas in the southern part of the province of Ontario in the 
area between Kingsville and St. Catharines and indirectly provides partial 
service to the Central Pipe Line Company, Limited serving six small commun- 


ities, including Aylmer, Ontario, with gas Central purchases from Dominion. 


The markets served by Union, United, Dominion and Central have 
been in part supplied by local gas purchased or produced in southern 
Ontario, in part by manufactured gas and in part with gas purchased by 
Union Gas connate of Canada, Limited from Panhandle Eastern Pipe Line Com- 
pany through a connection under the Detroit River near Windsor. Union has 
developed a substantial underground storage facility in the depleted Dawn 
field in Lambton County. The Dawn area is connected to the facilities of 
Panhandle Fastern by a main transmission line and in turn the area becomes 
the chief distribution center for gas supplied by Union to its various re- 


tail and wholesale customers. 


On June 30, 1956, the Federal Power Commission issued an order 


granting the export by Panhandle Eastern of additional gas to Union pursuant 
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to a contract between the parties, parallel in its terms to the contract 
between Union and Trans-Canada. A petition for rehearing and request for 
stay of the order, filed with the Federal Power Commission by the City of 
Detroit, Wayne County and the Michigan Consolidated Gas Company, was de- 
nied by the Commission August 23, 1956. It is not now known whether fur- 
ther appeals to the courts will be taken but it is assumed herein that the 
order will become final. This contract provides for an initial 10,500 MMcf 
per year scaling upwards over a six-year period to an annual volume of 5 00 
MMcf of gas. The bulk of these annual volumes is to be delivered during 
seven summer months and deliveries during the winter may be interrupted 

and curtailed to zero on any day. In connection with this contract,) Union 
proposes to construct a large diameter Viner (2t" or 26" diameter) from the 
Dawn storage field area to Hamilton, Ontario and to a connection with Trans- 
Canada near Sheridan, Ontario. This pipeline, which is presently scheduled 
for completion in the fall of 1957, will be constructed with lateral lines 
to serve the communities of St. Marys, Stratford, Kitchener, Waterloo and 
Guelph, Ontario, along its route. Union will take gas from Panhandle Eastern 
under the new contract until the Trans-Canada pipeline is completed to 
Sheridan, Ontario, about November 1, 1958. At that time Union, pursuant 

to its contract with Panhandle Eastern, will advise Panhandle Eastern that 
Trans-Canada gas is now available to Union and that deliveries under Union's 
contract with Panhandle Eastern shall cease one year after the date of such 
notice. Trans-Canada's parallel contract with Union will thereupon become 
effective and commencing about November 1, 1959, it is the present plan of 
Union to take slightly in excess of its minimum "take-or-pay-for" volumes. 


It is further understood from discussions with personnel of Union and 
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Trans-Canada that it is Union's present intention to take additional sub- 
stantial volumes of excess gas from Trans-Canada commencing with the avail- 
ability of such gas, assumed at November l, 1958. For that year the annual 
volume is estimated at 5,000 MMcf and for subsequent years at 7,500 MMcf. 
The contract volumes and estimated receipts of both contract gas and excess 


gas by Union is summarized below: 


Annual Volumes, MMcf 


Estimated Total 
Contract Receipts Under Excess Estimated 
Amount Contract Gas Gas Receipts 
First Year (1958-59) = = 5,000 5, 000 
Second Year (1959-60) 16,500 14,000 ie 21500 
Third Year (1960-61) 20,500 17,400 1.500 2h, 900 
Fourth Year (1961-62) 2h, 500 20, 800 7,500 28, 300 
Fifth Year (1962-63) 28, 000 23,800 7,500 31, 300 


The declining local gas production in the southern Ontario fields, 
the arrangement for the termination of the new Panhandle Fastern contract on 
or about November 1, 1959, the addition of new communities not now served 
with natural gas but to be served from the Dawn storage field to Hamilton 
line, the growing industrial character of many of the principal cities through- 
out the Ontario peninsula area and the fact of the reduced availability of 
local natural gas to meet the requirements of the area since a time commenc- 
ing during World War II, offers a strong possibility that actual requirements 
of gas from Trans-Canada will be in excess of those estimated above. Because 
of the area's long experience with natural gas, the territory served by Union 
both at retail and at wholesale offers excellent possibilities for sound but 


rapid load development as increased volumes become available to Union. 
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8. The Consumers! Gas Company Of Toronto 

The Consumers! Gas Company of Toronto now serves the Toronto 
metropolitan area. Since November 1954, it has had natural gas available 
for distribution to its customers which it obtains from’ gas’ fields in Texas 
and Louisiana, transported through the facilities of Tennessee Gas Trans- 
mission Company and Niagara Gas Transmission Limited. Upon the arrival 
of western Canadian gas at Sheridan, Ontario, through the transcontinental 
facilities of Trans-Canada, Trans-Canada proposes to acquire the facilities 
between Sheridan and the international border near Niagara Falls, New York, 
from Niagara Gas Transmission Limited. These facilities are currently 
owned by a subsidiary of Trans-Canada, Western Pipe Lines and leased to 
Niagara. At that time, Consumers' will discontinue taking gas from the 
United States and will take its supply from Trans-Canada. Consumers! and 
Trans-Canada are presently working out the details of the contract between 


the parties for such natural gas. 


In the proceedings leading to the certification by the Federal 
Power Commission of deliveries by Tennessee Gas Transmission Company to 
Niagara Gas Transmission Limited, the fifth-year requirements of Consumers ! 
after the introduction of natural gas were estimated at an annual volume 
of 21,327,056 Mcf with a peak-day requirement (after 18,000 Mcf of manu- 
factured gas peak shaving) of 108,624 Mcf. The fifth year of natural gas 
for Consumers' would correspond to the year 1958-59 in the estimates for 
Trans-Canada. In addition to the present Consumers! service area, the es- 
timate for the purposes of this report includes volumes for the nearby 


communities, east of Toronto, of Whitby, Oshawa and Bowmanville, not now 
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served by Consumers'. The volumes used by Trans-Canada for Consumers! and 
adopted herein also correspond to the volumes estimated by Ford, Bacon & 
Davis, Incorporated in a report dated December Vs 29955 including, among 
other things, natural gas sales estimates. The estimated annual volumes 
for Consumers' entire proposed service area expressed in MMcf per year and 


the corresponding peak-day volumes in Mcf, are as follows: 


Annual Maximum Daily 
Volumes - MMcf Volumes - Mcf 
First Year (1958-59) tp, oa 58, 690 
Second Year (1959-60) 19,568 66, 209 
Third Year (1960-61) 21, 693 73,379 
Fourth Year (1961-62) Zep cate: 78, 865 
Fifth Year (1962-63) eo HOT 86,595 


According to figures submitted by Niagara Gas Transmission Limited 
in the Midwestern Gas Transmission Company case before the Federal Power 
Commission (Exhibit 95 Revised, Docket G-9454), expected sales to Niagara 
(which includes principally sales to Consumers! at Toronto) for the year 
1956-57 are expected to be an annual volume of 11,580,264 Mcf with a maxi- 
mum day requirement of aon tro Mef. This would correspond to the third year 
of operation of Consumers' on natural gas. The development of markets at 
Consumers! has, until recently, been running behind the estimates which 
were presented in the original Niagara Gas Transmission Limited case. It 
4g believed that the figures ete for use in this report reflect this 
lower rate of development. However, it is understood that in recent months 


the program of Consumers' for stepping up its sales of natural gas to its 
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customers has been increasingly successful and it is therefore believed 
that the figures used in this report may well be exceeded in actual prac- 


tice. 


9. Lakeland Natural Gas Limited 

Lakeland Natural Gas Limited was formed by Great Northern Gas 
Utilities Limited, now providing service to certain communities in western 
Canada, in cooperation with the Toronto investment firm of Gardiner, Watson 
Limited. No gas service is presently being rendered in the 12 towns and 
six townships for which the company currently holds franchise and Ontario 
Fuel Board permit authorizations, although the company is in) processscL 
negotiation to acquire existing municipal distribution systems in the com- 
munities of Kingston and Brockville, Ontario and acquire a franchise and 
permit to serve Cornwall, Ontario. The market information reviewed con- 
sisted of a study of requirements of the communities for which Lakeland 
made application for a certificate of convenience and necessity to the 
Ontario Fuel Board early in 1956 and for which the company has subsequently 


received authorization from the Fuel Board. 


Although the communities proposed to be served by Lakeland are 
in general small, they are all located along the northern shore of Lake 
Ontario or along the St. Lawrence River, within which area there exists 
substantial attractive industrial loads. From review of the market data 
available, together with field check of portions of the market, it is be- 
lieved that the following annual volumes of sales are attainable, corres- 


ponding to the following maximum daily requirements: 
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Annual Volumes Maximum Daily 

MMcf Volumes - Mcf 
First Year (1958-59) 1,425 3,900 
Second Year (1959-60) Be (1 6,500 
Third Year (1960-61) 2,895 7,900 
Fourth Year (1961-62) cera 10, 350 
Fifth Year (1962-63) 1 OOL 11,000 


10. iInterprovincial Utilities Limited 

Interprovincial Utilities Limited has acquired the manufactured 
gas distribution system in the City of Ottawa, Ontario and proposes to ex- 
pand such system and in addition to make sales across the Ottawa River in 
Quebec in the communities of Hull and Gatineau where substantial potential 
industrial loads, chiefly associated with the pulp and paper industry, 


exist. 


While discussions have been had with officials of Interprovincial 
as to their plans and prospects, no information was developed which was 
thought to be more reliable than the December 7, 1955 estimate op Panis 
market by Ford, Bacon & Davis, Incorporated. Therefore, the figures as 
to annual and maximum daily volumes for Interprovincial set TOrLy “nie waa 


report were accepted without further detailed check, as follows: 
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Annual Volumes Maximum Daily 

MMcf Volumes - Mcf 
First Year (1958-59) 9, 803 Bi LO 
Second Year (1959-60) 10,254 Ge ou 
Third Year (1960-61) WeRGos The 368 
Fourth Year (1961-62) (Oma) 19,927 
Fifth Year (1962-63) ala peenby, Biel 


11. Quebec Natural Gas Corporation 

Quebec Natural Gas Corporation proposes to acquire the manufac- 
tured gas distribution system and facilities of the Quebec Hydro-Electric 
Commission and establish a separate operating company to serve the Greater 
Montreal area. Information as to the markets proposed to be served by 
Quebec Natural Gas Corporation was set forth in detail in Exhibit 62 of 
the hearing of the Tennessee Gas Transmission Company, etal.) berore the 
Federal Power Commission in Docket G-9449. In addition to the volumes set 
forth in Exhibit 62, Trans-Canada has assumed the availability in the first 
and second years of operation with gas from western Canada of 5,000,000 Mcf 
annually of interruptible gas for sales in the Montreal market. For the 
third year of operation, Trans-Canada has assumed the availability of 
3,000,000 Mcf, with none of such gas se ll to be available beyond the 
third year of operation. The resulting annual and maximum day volumes are 


as follows: 
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Annual Volumes, MMcf Maximum Daily 
Firm Interruptible Volumes - Mcf 
Plan I jedackel EE CHEE Fea hag pe Piste. Plan ei 
First Year 
(1957-58) - 13, 400 - - - 38, 500 


Second Year 


(1958-59) 13, 400 16,790 5 O00 5, O00 38,500 48,000 


Vaid year 

(1959-60) 16,790 PL ,o25 5,000 5,000 48,000 62, 000 
Fourth Year 

(1960-61) 21,825 28, 205 3,000 3,000 62, 000 79,000 
Fifth Year 

(1961-62) 28, 205 31,510 - - 79, 000 90, 000 
Sixth Year 

(1962-63) BLO $5,214 - - 90, 000 100, 600 


If Plan 1 is followed, the first year above would be 
1958-59 and the interruptible gas would be as shown. 
If Plan 2 is followed, the first year above would be 
1957-58 and the interruptible volumes above would 
be moved down by one year to the second, third and 


fourth years. 


Commonwealth Services Inc. is presently engaged in a detailed 
field study of the Montreal, Quebec, market which will not be completed at 
the date of this report but which study indicates, on the basis of prelimi 
nary conclusions as to the market, the verification of sales at least equal 
to those presented by Quebec Natural Gas Corporation in its Federal Power 


Commission presentation in Docket No. G-9449. 
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OTHER MARKETS TO BE SERVED 


The remainder of the markets proposed to be served by Trans-Canada 


is made up of smaller operations, totaling altogether something less than 


8% of the entire Canadian market estimated for the year commencing November 


L, 1962. Because of the limitations of time in the preparation of this 


study, reliance without field check has been made on the estimates included 


in the Ford, Bacon & Davis, Incorporated December /, 1955 market report, 


except as is otherwise noted: 


tae 


The following companies, which would be served by Trans-Canada through 
the facilities of Niagara Gas Transmission Limited to be acquired by 
Trans-Canada on or about November 1, 1958, are areas which now have 
some natural gas service but require additional or supplemental amounts 


from Trans-Canada: 


(a) The Grimsby Natural Gas Company, Limited 
(b) Provincial Gas Company Limited 


(c) Dominion Natural Gas Company, Limited 


The figures included in the market estimates of this report as to 
Grimsby and Provincial are the Ford, Bacon & Davis, Incorporated 
figures, while the figure for Dominion is a lesser figure as es- 


timated by Trans-Canada. 


As to the central Ontario towns below North Bay, Ontario--Barrie, 
Orillia, etc.--there is a possibility that these communities may be 


included in the project of Northern Ontario Natural Gas Company Limited. 
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There is no present gas service in these communities. 


3. The Lake Shore Group communities of Kingston, Ontario and Brockville, 
Ontario now have municipal gas service. Cornwall is contemplating a 
municipal gas system. As has been stated there is a possibility that 
these communities may be included in the Lakeland Natural Gas Limited 
development. It is believed that these communities will have a better 
chance for full development of natural gas markets under Lakeland 
operation than under municipal operation, due in part to the limita- 
tions on municipal financing provided by the laws of the Province of 


Ontario as to such financing. 


C. SUMMARY OF ESTIMATED MARKET REQUIREMENTS 


The requirements estimated for the various markets as set forth 
in Sections A and B above are summarized for the Plan 1 construction sched- 
ule by the years of operation of Trans-Canada in Exhibit 7, Schedule 3 and 
for Plan 2 in Exhibit 8, Schedule 3 in the Appendix to this report. The 


market requirement totals by such years expressed in MMcf are as follows: 
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Construction Plan L Construction Plan 2 


First Year 


(1957-58) 16, 336 29,736 
Second Year : 

(1958-59) 925531 OD, 9et 
Third Year 

(1959-60) 125, 239 130, 274 
Fourth Year 

(1960-61 ) M5 y139 1505 Lo 
Fifth Year 

(1961-62) 160, 827 Le 32 
Sixth Year 

(1962-63) 17707393 174, 097 


As to their general characteristics the market areas proposed 
to be served by Trans-Canada fall into several broad geographical cate- 
gories with marked differences. In Saskatchewan and Manitoba the area 
traversed by the pipeline is of an agricultural nature with some substan- 
tial industries beginning to develop in the larger communties and in par- 
ticular in Winnipeg, Manitoba. The area from Winnipeg across western and 
northern Ontario and extending down below North Bay, Ontario, is princi- 
pally dependent upon natural forest and mineral resources. Substantial 
industrial enterprises built upon these natural resources are now in ex- 
istence or in contemplation through this area, and it is to be expected, 
as has been experienced in the previously undeveloped portions of the 
Pacific Northwest, that the availability of natural gas throughout the 
area will accelerate such industrial development materially. The areas 
in southern Ontario and the Ontario peninsula throughout the triangle from 


Windsor to Niagara Falls to Toronto have enjoyed natural gas service in 


the wee f 


Ture p er? 
a. 


> >-1ag ) eel faust Ge nek ~ 
Han O4p ath GfUw ei 


oo 
- 
Oe aS 


Section VII 
Page 22 


many instances for years, although the volumes available have been some- 
what limited with relation to the potential market. While the countryside 
is agricultural in this area, the strength of the market potential is in 
the substantial and rapid industrial development of the many cities and 
communities therein. This area forms a reasonably well developed existing 
market in which Trans-Canada will displace entirely Tennessee Gas Trans- 
mission Company as a supplier and will displace in part Panhandle Eastern 
Pipe Line Company as a supplier. A portion of the market will continue 

to be supplied with gas produced or purchased locally, but such gas can 
supply only a portion of the rapidly developing market. To the east of 
Toronto, along the shore of Lake Ontario and the St. Lawrence River, there 
are many existing industries and small but substantial communities to be 
served. The Montreal market at the extreme eastern end of Trans-Canada's 
proposed facilities has been growing slowly on manufactured gas and can 

be expected to develop rapidly following an aggressive sales campaign pro- 
posed for the area upon the introduction of nstural gas. The Ottawa, 
Ontario area offers promise, particularly in terms of industrial markets 


located across the river from the Dominion's capitol. 


Throughout the area from Montreal, Quebec to the lakehead and 
the western end of Lake Superior, it is to be expected that the new St. 
Lawrence Seaway, when completed, will offer a stimulus for development, 
not only as to port facilities but also as to additional industries which 


will be attracted by the possibilities of low cost water transportation. 
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Tt is noted that throughout almost the entire area proposed to 
be served by Trans-Canada, electric competition is from government-owned 
and operated utilities. Almost uniformly the need of these utilities is 
for additional generating capacity to serve rapidly-growing industrial 
load requirements. As a result, the interest of these governmental agen- 
cies in competing for such domestic loads as water heating and cooking is 
much less strong than might be expected. While domestic space heating 
will be the key to obtaining new domestic customers by gas distributing 
companies throughout the area--and such space-heating requirements are 
high in an area which experiences much more severe winters than is the 
case in the northern United States--it is expected that the local utili- 
ties will achieve considerable success in attaching gas water heating and 
cooking load in the homes in which they are successful in promoting gas 


space heating. 


D. GAS PURCHASE REQUIREMENTS 

Based on the estimated market requirements developed above, to- 
gether with estimated compressor station fuel, gas required for cleaning, 
purging, testing and filling the line, and pipeline losses, estimated at 
1% of the total of market requirements and compressor fuel requirements, 
the gas purchase requirements of Trans-Canada for gas from the Province 


of Alberta for Plan 1 and Plan 2 in MMcf are estimated as follows: 
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First Year (1957-58) 
Second Year (1958-59) 
Third Year (1959-60) 
Fourth Year (1960-61) 
Fifth Year (1961-62) 


Sixth Year (1962-63) 


Construction Plan 1 


toe oD | 
95,938 
130, 588 
153, 100 
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Construction Plan 2 


19,158 
99, 430 
135,806 
159,856 
ibrar otal 
186, 496 


Under Plan 2, in addition to the above volumes of gas from the 


Province of Alberta, Trans-Canada proposes to purchase from others at 


Sheridan, Ontario, for the requirements of Quebec Natural Gas Corporation, 


the cleaning, purging, testing and filling of the Sheridan-Montreal tine 


and pipeline losses for the line, estimated at 1% of market requirements, 


13,633 MMcf in the year 1957/58. 


The details as to gas purchase requirements are set forth in 


Exhibit 7, Schedule 4, for Plan 1 and Exhibit 8, Schedule 4, for Plan 2. 
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VIII. ESTIMATED COST OF GAS PURCHASED 


The gas purchase requirements discussed in Section Wit, subsection 
D of this report, and set forth in Exhibit 7, Schedule 4, for Plan 1 and 
Exhibit 8, Sechedule 4, for Plan 2, are on Trans-Canada's sales pressure 
base of 14.73 psia, at a temperature of 60°F. The prices to be paid for 
gas purchased, as discussed in detail in Section IV of this report, and as 
set forth on the tabulation on page 8 of that Section are on a pressure base 
of 14.4 psia, at a temperature of 60°F. Similarly, the 4¢-per-Mcf charge 
assumed to be made to Trans-Canada by The Alberta Gas Trunk Line Company 
Limited for transportation service is also on a 1.4 psia, 60°F. base. To 
correct the prices for gas purchased and for transportation service to the 
sales pressure base, the price figures, expressed in cents-per-Mcf, are 


multiplied by 1.022917, the ratio of the respective pressure bases. It 


is also noted that the price escalations of 0.25¢ per year, commencing 
January 1, 1960, as shown in the tabulation on page 8 of Section IV, in- 
crease at the start of each calendar year, while the pipeline operating 
years have been estimated to commence on November lst of each year. The 
tabulation below shows the cost to Trans-Canada of gas purchased and trans- 
ported to the Alberta-Saskatchewan border at a pressure baseof 14.4 psia 
and also converted to the sales pressure base of 1.73 psig. The cost 
figures in cents-per-Mcf on the sales pressure base (the last column) have 


been used in pricing out the volumes of gas purchased: 


Year 


First Year 
(Through 


10/31/58) 


Second Year 


(1958-59) 


Third Year 
(1959-60) 


Fourth Year 
(1960-61 ) 


Fifth Year 
(1961-62 ) 


Sixth Year 
(1962-63 ) 


Cost of Gas Purchased, ¢ per Mcf 


Purchase 


pecs lees 


LO<0 


10.20833 


10 .45833 


107 (0033 


10.95833 


11 .20833 


Cost 


0 


pressure base of 14.4 psia, 60°F 
Transportation 


Total 
Cost 


14.0 


14 .20833 


14 45833 


0053 


14 .95833 


1520055 
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Total Cost, at 
Pressure Base of 
14.73 psia 
60°F. 


14. 32083 
1.53394 
14.78967 
15 .04539 
15.30112 


1555005 


The estimated cost to Trans-Canada at the Alberta-Saskatchewan 


border of its requirements for gas from the Province of Alberta for the 


various years of operation for both Plan 1 and Plan 2 is set forth below: 


Alberta Gas 


First Year 


Construction Plan 1 


(Through 10/31/58) 


Second Year 


(1958-59) 


Third Year 
(1959-60) 


Fourth Year 
(1960-61 ) 


Fifth Year 
(1961-62 ) 


Sixth Year 
(1962-63 ) 


Ses BU paeiahs: 
13,943,571 
19,313,534 
23,046,528 
26,154,969 


28,400, 741 


Construction Plan 2 


$ 2,743,154 


14 451, 097 


20,085,259 


2h ,050,959 


26,687, 754 


29,012,903 
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Under Construction Plan 2, it is assumed that gas will be avail- 
able for purchase from others at Sheridan, Ontaric. .1% is asstmed for the 
purposes of this report that the gas will be purchased from Tennessee Gas 
Transmission Company at Tennessee's New York zone rate of $3.10 per month 
per Mcf of demand, and 28¢ per Mcf commodity charge, at the connection 
between Tennessee and Niagara Gas Transmission Company at wighe: international 
border near Niagara Falls, New York. It is further assumed that Niagara 
will transport this gas for Trans-Canada, delivering it to Trans-Canada at 
the connection between the companies near Sheridan, Ontario. Based on the 
estimated gas purchase requirements of Quebec Natural Gas Company for the 
year 1957-58 of 38,500 Mcef contract demand and 13,400 MMcf annual volume, 
both figures increased 1% for pipeline lost and unaccounted for gas, plus 
an additional 99,600 Mef for purging, cleaning and filling the Sheridan to 
Montreal line, at a computed average cost on the Tennessee New York zone 
rate of 38.69¢ per Mcf, results in a cost of gas purchased from Gthense tog 


the year 1957-58 as shown in Exhibit 8, Schedule 4, of $5,274,575. 


In addition to the cost of such gas, the four-party contract be- 
tween Niagara, Tennessee, The Consumers’ Gas Company of Toronto and Trans- 
Canadas providess tora basic rental to be paid by Trans-Canada to Niagara 
for use of the facilities to supply gas for service to Montreal of $75,000 
i bnervyear endiiewOcLoper 31, 1957 and of $250,000 for the year ending 
October 31, 1958. This agreed rental for the Niagara facilities is shown | 


in Exhibit 7, Schedule 6, and in Exhibit 8, Schedule 6. 
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ESTIMATED REVENUES 


The estimated revenues for Trans-Canada under Plan 1 and Plan 2 
were developed by applying Trans-Canada's proposed zone rates to the sales 
and maximum daily quantities developed and described in Section VII, Sub- 
section A. The annual volumes to which the rates were applied are set forth 
ao iLor Plamen Exhibit /,)ochedule 3,-and as to Planie in Exhibii o; Schedule 
2, The resulting revenues obtained are also set forth in the same schedules 


and are summarized as follows: 


Estimated Revenues 


Construction Planl | Construction Plan 2 
First Year (1957-58) $ 4,794, 414 $11,569, 614 
Second Year (1958-59) BO ONT Ie 37, 143, 472 
Third Year (1959-60) 1G W536, O4F sulprevian in 
Fourth Year (1960-61) BO, 357, 401 61, 293,20. 
Fifth Year (1961-62) 65,805, 425 67, 455,025 
Sixth Year (1962-63) TO,ost ceo 72, 660, 908 


The rates proposed to be charged by Trans-Canada for sales of 
natural gas in its various rate zones are set forth in detail in the 


following tabulation: 


| 
+ gotwolla 


- a 


Rate 
Contract Demand Rates 


D-90% Take-or-Pay 
Demand Charge, $/Mcf/Mo. 
Commodity Charge, ¢/Mcf 


D-1 - 75% Take-or-Pay 
Demand Charge, $/Mcf /Mo. 
Commodity Charge, ¢/Mcf 


D-2 - 50% Take-or-Pay 
Demand Charge, $/Mcf /Mo. 
Commodity Charge, ¢/Mcf 


Development Period, Years 


Ceiling, ¢/Mcf, Rates D-1 
& D-2 during development 
period 


ZF - Firm Industrial 
Demand Charge $/Mcf/Mo. 
Commodity Charge, ¢/Mcf 

To a D-1 Customer 
To a D-2 Customer 


Flat Rates 


SGS - (Up to 5000 Mcf/Day) 
3-year development period 
After cevelopment period 


OP - Off Peak - 6 Summer Mos. 
- & Summer Mos. 


XS - Interruptible, 
Seller's option 


WPS - Winter Peak Shaving 


nO.) 


Dip 2 
Sit ils 
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Rate Zone 
wa a/ 
2.90 ee 
23 28 
2:90 Deak) 
25 BORD 
2.90 10 
OT 5 32 
3 3 
hy Se 
eas) 2207 
25 ISIS 
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Lidl: 51.3 
Su 63 
28 3h 
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Province of Saskatchewan 

Province of Manitoba 

In Province of Ontario, along Trans-Canada Line, Geraldton and west. 
In Province of Ontario, along Trans-Canada line, east of Geraldton to 
a point south of North Bay. 

In Province of Ontario, south of North Bay and to a point on the 
Montreal line east of Oshawa. 

Province of Quebec and in Province of Ontario along Montreal line 

east of Oshawa. 

Under Plan 2, the ED-1 Rate to Quebec Natural Gas Corporation for gas 
obtained by Trans-Canada from others at Sheridan will be $5.60 per Mcf 
per month Demand Charge and 33¢ per Mcf Commodity Charge; the EIF Rate 
will be $3.65 per Mcf per month Demand Charge and 33¢ per Mcf Commodity 


Charge. 
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RENTAL AND PURCHASE AGREEMENT WITH CROWN CORPORATION 
RELATING TO CROWN SECTION OF TRANS-CANADA MAIN LINE 

Under the terms of an agreement entered into between Trans- 
Canada and the Government of Canada, dated November 21, 1955, as amended 
(principally as to advancement of dates) the 26th of oe 1956, it was 
agreed that a Crown Corporation would be established and financed by the 
Government to construct "The Northern Ontario Section" of the Trans-Canada 
main pipeline, extending 675 miles from the Ontario-Manitoba border to a 
point near Kapuskasing, pee This "Crown Section" of the main pipe- 
line would be engineered and designed in accordance with standards speci- 
fied by Trans-Canada and would be constructed of 30" diameter, 3/8" wall 
thickness line pipe, initially equipped with sufficient compressor horse- 
power for a through-put of 300,000 Mcf per day and designed for an ulti- 
mate through-put, after the installation of additional compressor capacity, 
of 530,000 Mcf per day. The estimated cost of the line as initially 
equipped, rererred Go in the agreement, is BLL 9035; O00 os The Crown Corpora- 
tion would install and bear the cost of installing such additional com- 
pressor capacity as may be required for the operation of the Trans-Canada 
project from time to time, but there is no obligation for the Crown Corpora- 
tion to install any additional pipeline or looping. Pursuant to this agree- 
ment such Crown Corporation was formed on June Ds 1956 under the name 


"Northern Ontario Pipe Line Crown Corporation". 


This agreement further provides for the Crown Corporation to 
lease the Crown section to Trans-Canada for a period of 25 years from the 


completion of construction. Trans-Canada, as lessee, will: 


J 
9) uf} 


i. 
4 


“hia: 


Operate and maintain the section at its own cost. 

Pay local and municipal taxes and assessments. 

Pay a monthly rental equal to the Mcf transmitted in the 
preceding month times a figure for "transportation cost 
per Mcf." Such transportation cost is defined as the 
amount (in cents per Mcf ) which, if the line were operated 
for one year at two-thirds of initially designed capacity 
would yield to the Crown Corporation an amount in that year 
equal to 4-1 /2% ef the capital cost of the section as con- 
structed at its initially designed capacity. On the basis 
of the estimated cost of construction of the section and 
the assumed initial capacity of 300,000 Mcf per day set 
forth in the agreement, the resulting transportation cost 


figure would be 7.2¢ per Mcf. 


Commencing ineGhe tourcth full calendar year of the lease, 
Trans-Canada agrees to pay an additional rental in the amount 
by which Trans-Canada's revenues exceed the sum of operating 
expenses, debt interest, and 3-1/2% depreciation. However, 
the amount of additional rental in any one year is not to be 
in excess of 1% of the capital cost of the Crown section as 
constructed. On the basis of the estimated cost of construc- 
tion used in the Crown agreement, the ceiling on such addi- 
tional rental would be $1,176,330. Furthermore, such addi- 
tional rental is payable only to the extent necessary to bring 
the regular rental set forth in Paragraph 3 above, accumulated 


from the commencement of payment of rentals to the date in 
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question to a total of 7% per annum of the total capital cost 
of the section, plus interest at 3-1/2% compounded annually 
on any net deficiencies in previous rentals paid below such 
1% per annum for any preceding period. 

5. Make repairs and replacements. 

6. Be responsible for loss or damage and maintain proper in- 
surance. 

7. Save the Crown Corporation harmless from public liability 


and property damage liability. 


Detailed computations of the transportation cost rental and of 
additional rental are set forth in Exhibit 7, Schedule 5 and Exhibit op 


Schedule 5 of the Appendix to this report. 


Trans-Canada agrees to purchase the Crown section "as soon as 
it can arrange the necessary finances" and may elect to purchase the 
section by three months written notice. The agreement provides that 


Trans-Canada shall not be entitled to elect to purchase: 


1. Before the Crown Corporation has received an accumulative 

3-1/2% return on its investment, or 

2. At a price less than: 

a. The amortized capital cost of the section. Cre is 
provided that the total capital cost shall be amor- 
tized by application of all rental payments received 
in excess of an accumulative 3-1/2% return on the 
Crown Corporation's "invested capital and outstand- 


ing capital obligations" semi-annually toward the 


weal. 
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retirement of such capital cost), or 
b. 70% of the initial capital cost of the section, 


whichever is higher. 


Detailed computations applying these criteria for establishing 
the purchase price are set forth in Exhibit 7, Schedule 5, and Exhibit 8, 


Schedule 5 of the Appendix to this report. 


It is noted that the original agreement with the Government of 
Canada contemplated construction of the entire Crown section in one con- 
struction year. However, the language of the agreement indicates that 
the parties contemplated that the construction of the Crown section and 
of the balance of the Trans-Canada project would be coordinated so that 
they would be ready for operation at approximately the same time. Further- 
more, the agreement states that "Trans-Canada and the said Crown Corpora- 
tion shall co-operate in every respect to the end that (a) the said all- 
Canadian pipeline shall be completed as one integrated project on the most 
economical basis from the point of view both of costs of construction and 
operation * * * *", The presently contemplated program of construction 
of Trans-Canada would make it more economical and would better coordinate 
with Trans-Canada's over-all program if the initial portion of the Crown 
section, extending from the Ontario-Manitoba border to a point near Port 
Arthur, Ontario, were constructed during the 1957 construction season, 
with the balance of the section from Port Arthur to Kapuskasing, Ontario, 
together with the installation of one compressor station contemplated 
initially for the Crown section, to be constructed in the 1958 construc- 


tion season. Following discussions of the matter with counsel for Trans- 
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Canada, it is believed that such modification in the program, considering 
the initial portion of the Crown section as going into service at the end 
of the 1957 construction season with the entire Crown section going into 
service at the end of the 1958 construction season, can be effectuated 
by an agreement between the Crown Corporation and Trans-Canada, within 
the general term of ate over-all agreement of November 21, 1955, as 


amended, between the Government of Canada and Trans-Canada. 


Purchase price computations as to Plan 1 are shown in Exhibit ‘7, 
Schedule 5, of the Appendix to this report and for Plan 2 in Exhibit Sy. 
Schedule 5, of the Appendix to this report. It is noted that under either 
Plan 1 or Plan 2 all rental payments as computed from the period of initial 
operation through October 31, 1962, and substantially all the payments 
during the 1962/63 operating year, as set forth in the tabulation, may be 
applied with full credit toward a reduction in the ultimate purchase price 
of the Crown section by Trans-Canada when financing for such purchase can 
be arranged. It is also noted that the proposed mortgage indenture in 
connection with the First Mortgage Bonds is expected to provide that the 
ratio of bonds to cost of plant constructed or acquired may temporarily 
increase from 60% to 70%, if certain earning tests are met, at the time 
Trans-Canada purchases the Crown section. As to property additions sub- 
sequent to the purchase of the Crown section, the ratio of bondability 


to property additions will return to 60%. 


Although many factors influence the desirable date for Trans- 
Canada's purchase of the Crown section, no penalty as to the purchase 
price of the section will result to Trans-Canada if the Crown section is 


not purchased until about October 31, 1963. 
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XI. PLAN OF FINANCING 


A. ORIGINAL FINANCING 


At June 7, 1956, the date at which the construction program of 
Trans-Canada commenced, the Company was financed entirely through the 
prior issuance of 1,928,183 shares of common stock to its various sponsor- 
ing shareholders, resulting in a total capitalization as at that date of 
$15,411,455 .88, of which $1,928,183 was booked by the Company as common 
stock at $1 par value and $13,483,272.883 as premium on the sale of such 
stock. Of the amounts paid in to the Company for capitalization as of 
June 7, 1956, $8,309,670.01 had been expended for such items as prelimi- 
nary studies, surveys, applications to governmental authorities, prepara- 
tion of exhibits, and the like, believed to be in the nature of expendi- 
tures that can properly be assigned to the cost of construction of the 
project and thus become a portion of depreciable plant. $155,892 .88 
represents investments in or advances to three subsidiary companies, 
Western Pipe Lines, Alberta Inter-Field Gas Lines Limited and Trans- 
Canada Grid of Alberta Limited. Of the remaining capital, approximately 
$6,700,000 was in cash or was invested in government securities readily 
eonvertible to cash.’ On or shortly after June 7, 1956, approximately 
$5,200, 000 of the cash and temporary investments was expended to purchase 


34" pipe than on the ground in Saskatchewan. 


B. LOAN ARRANGEMENT WITH CROWN CORPORATION 
At June 5, 1956, the Dominion government authorized the forma- 


tion of the Northern Ontario Pipe Line Crown Corporation with authority 
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to provide interim financing for the construction by Trans-Canada of the 
initial section of the pipeline from the Alberta-Saskatchewan border to 

a point south of and approximately 12 miles east of Winnipeg, Manitoba. 
This is the same Crown Corporation which is authorized to build the 
Northern Ontario section of pipeline from the Manitoba border to 
Kapuskasing, Ontario. The government also appropriated funds to the 
Crown Corporation to provide the proposed interim financing in the form 
of a loan to Trans-Canada of up to $80 million for such construction 
purposes. Pursuant to the loan agreement, dated May 8, 1956, between 

the Government of Canada and Trans-Canada, copy of which is attached 

as Exhibit 11 in the Appendix to this report, Trans-Canada must first 
expend $7,500,000 of its own funds ($2,369,589 out of the $8,309,670 
expended prior to June 7, 1956, and allocated to the western section 

of the Trans-Canada project is credited against this figure and this 
allocated amount, together with the investment in pipe for the western 
section in the amount of approximately $5,200,000 satisfies the $7,500,000 
condition), representing 10% of the estimated cost of the western section. 
The Crown Corporation will then advance, as needed, the next $67 , 500, 000 
required for construction. If amounts in excess of a total of $75 million 
are required for construction of the western section, the Crown Corpora- 
tion will then advance 90% of the balance to Trans-Canada until the total 
of loans by the Crown Corporation, pursuant to the agreement, equals 
$80,000,000. Any additional funds required to complete construction of 


the western section are to be provided by Trans-Canada. 
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The loans made by the Crown Corporation are to be evidenced by 
bonds issued pursuant to an indenture and are "secured by a first mortgage, 
pledge or charge, or a floating charge on all assets, rights and under- 
takings, both present and future acquired, of Trans-Canada." These bonds 
bear an interest rate of 5% per annum from the date of issue until repay- 
ment. In its agreement Trans-Canada undertakes to pay back the loan from 
the Crown Corporation in its entirety on or before April @, 1957, together 
with interest in full and certain costs and expenses incurred in connec- 
tion with the loan. The terms of the agreement provide that Trans-Canada 
shall be in default, subject to any delays caused by conditions of force 
majuere, if it fails: 

(1) To repay the loan on or before April 2, 195”, 

(2) To carry out with due diligence the construction of 
the western section, 

(3) ‘fo. complete the western section on or before December 
21, 1956, and 

(4) To carry out any other obligations specified in the 
agreement. 

In the event of default, the Crown Corporation shall have the power to 


take immediate possession of the project as it then exists. 


It is also noted that the Government of Canada, Trans-Canada, 
the individual stockholders of Trans-Canada, certain holders of options 
to purchase shares of Trans-Canada, and the Deputy Minister of Finance 
of Canada, have entered into a five-party escrow agreement, under which 
the shares of Trans-Canada are held by the Deputy Minister of Finance 


of Canada, as Trustee, for transfer to the Government of Canada should 
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Trans-Canada default in its obligation with the Crown Corporation relat- 


ing to the $80 million loan. 


As the financing program is now planned by Trans-Canada, it is 
probable that only approximately $50 million will be taken down from the 
Crown Corporation during 1956, and it is proposed that, subject to com- 
pletion of the initial step of Trans-Canada's public financing program 
prior to that date, Trans-Canada will discharge its loan to the Crown 


Corporation on or about December 1, 1956. 


C. PROPOSED PLAN FOR PUBLIC FINANCING 

In addition to the $15,411,455.88 of common capital financing 
already consummated, Trans-Canad&i proposes, between the early fall of 
1956 and the commencement of full operation of the pipeline estimated to 
occur at November 1, 1958, to issue $30,000,000 of Common Stock, 
$60,000,000 of Subordinated Debentures, and $144,000,000 of First Mort- 
gage Bonds, bringing the total capitalization of the company at November 


1, 1958 to approximately $250,000,000. 


The 1956 phase of the financing program as proposed, will con- 
sist of the sale to the public of 600,000 units made up of one $100 
5-1/2% Subordinated Debenture, issued in conjunction with five shares of 


Common Stock at $10 per share. 


It is proposed that the 5-1/2% Subordinated Debentures, to be 
issued as of November 1, 1956, would mature after 30 years at November 


1, 1986. Retirements would commence in the 13th year, or after 
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November 1, 1968, at the rate of $2,500,000 per year, or one-half of the 


Sinking Fund net income, as defined, whichever is less. 


As to the First Mortgage Bonds, for which the company's finan- 
cial advisers have assumed an annual interest rate of 4-3/4%, it has been 
assumed that a stand-by fee of 1% with respect to the bonds committed but 
not taken down would commence as of November 1, 1956. The bond issue 
would mature at October 1, 1978. Retirements would commence on Vetober 1, 
1961 with the calling of $3,180,000 of bonds at par, with like amount semi- 


annually thereafter. 


The assumed dates for the taking-down of bond money and the 


amounts estimated to be taken down at those dates are as follows: 


May 1, 1957 $ 20,000,000 
Avge a 57 25,000, 000 
May 1, 1958 35,000, 000 
Auge) 1 21956 64,000, 000 

Total $14,000, 000 


The cost of financing, associated with the Common Stock, Sub- 
ordinated Debentures and First Mortgage Bonds, is estimated by the com- 
pany's financial advisers at. $5 million. In addition to this, the 
stand-by fee, based on the bond take-down schedule outlined above, is 


estimated as follows: 
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Period to Which 


Stand-by Fee Applies Stand-by Fee 
November 1, 1956 - April 30, 1957 $ 720,000 
May 1, 1957 - July 31, 1957 310,000 
August 1, 1957 - April 30, 1958 742,500 
May 1, 1958 - July 31, 1958 160, 000 

$1,932, 500 


The stand-by fee is to be paid at each date on which bonds are sold. 


In addition to the proposed plan of public financing outlined above, 
the company contemplates, as additional protection to the purchasers OSES 
First Mortgage Bonds and Subordinated Debentures, that each of its present 
stockholders will severally agree to purchase his proportion of a maximum 
total of $21,000,000 of 5-1/2% Subordinated Income Notes to the extent that 
interest is not earned and paid on both the First Mortgage Bonds and the 
publicly held Subordinated Debentures in any of the first five years of full 
operation (assumed to commence at November 1, 1958). The Subordinated In- 
come Notes would be convertible into common stock after the five-year period 
at a price of $15 per share. Their maturity would be subsequent to other 
[ee debt. The company would certify earnings from operations, after 
provision for depreciation, and pay such earnings in to the Trustee for the 
period ending two months before each interest date and the stockholders would 
pay in the deficiency if any, to the Trustee, severally, up to the total in- 
dividual commitment, completing interest on the First Mortgage Bonds for any 


period first, before the Subordinated Debentures. 


In consideration of the agreement of the stockholders to purchase 


Subordinated Income Notes if called upon to do so, as set forth above, each 
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stockholder shall have the right until November 1, 1963, at his own option, 
to purchase an amount of such Notes, if any, which will bring his holdings 
at that date up to one third of his commitment, or a total of up to $7,000,000 


of such notes for the stockholders as a group. 


Ds SUBSEQUENT FINANCING REQUIREMENTS 

The proposed plan of public financing for Trans-Canada, outlined 
in Section C above, will carry the company's construction program through 
the year 1958, at which time the entire line will be in operation. Included 
in the requirements to be covered by this financing is the $5,400,000 re- 
quired for purchase of the facilities of Niagara Gas Transmission Limited 
just prior to November 1, 1958. Moreover, cash generated internally, to- 
gether with such Subordinated Income Notes as it is estimated will be issued, 
is expected to meet the company's needs for its operations, including inter- 
est on the Subordinated Income Notes, through October 31, 1963 and for its 
proposed construction plans for 1959, 1960, 1961, 1962 and 1963, under either 
Plan 1 or Plan 2. In these years the construction consists of the addition 
of compressor stations to increase the capacity of the line as the loads 


served by the company increase. 


Tt should be noted that no provision is made herein for purchase 
of the Northern Ontario Pipe Line Crown Corporation section of line from 
the Manitoba-Ontario border to Kapuskasing, nor is any provision made for 
financing of the lateral line from near Winnipeg, Manitoba, to lmerson, 
Manitoba, in the event that the sale of gas to Midwestern Gas Transmission 


Company across the international border at a point near Emerson is authorized 


) ab ioebien 
a 


wore ne enatok 
eer eS / 


. Ve a 
i - 4 : : = = aes is $98 2a fi 
: - . F . 7 


7 
+ 


> ‘fos Saran is ce le 


Ji , Pie 4d AD 


Soe nena 
| Mens 5% 
ry 
a+ * 


diiw wt 


Sr 
ita Di 

¢ 
i... 

\ 

ey 

2 

rs r 

Oe. 

‘ 

“ q ‘ 


| ¥ 
— 

¢ ry nea An ‘ ‘ j ng erst bi ut o 

tegen MM od 


abt fe er 
o = + RT. 


: 
. 
Pa 
dd 
5 
a 


section XI 
Page 8 


by the pederad Power Commission. Either of these eventualities would re- 
quire additional financing, although it is believed that sufficient common 
equity may have been provided by the initial financing, together with earn- 
ings retained in the business over the early years, to make possible the 
financing of the purchase of the Crown Corporation section of line solely 


through the issuance of additional mortgage bonds. 


XII. FINANCIAL STATEMENTS 
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FINANCIAL STATEMENTS 
A, INCOME ACCOUNT PROJECTIONS 

Included in this report as Exhibit 7, Schedule 6, in the Appendix, 
is income account projection for Trans-Canada based, on assumed development 
of the Paecilveetles in accordance with Plan 1. From this projection, the 
following figures are developed as to earnings per share of common stock 
outstanding at the end of each operating year and as to "return on invest- 
ment" as the latter is referred to in the price adjustment provisions of 
Trans-Canada's gas purchase contracts, which have been interpreted Ora. 
dicate a rate base computed as original cost of plant used and useful in 
the company's business, plus a reasonable allowance for working capital 
and inventory, less accrued depreciation. Working capital has been taken 
at one-eighth of annual expenses exclusive of cost of gas purchased, de- 
preciation and taxes. eee or materials and supplies, has been 


taken as 1% of gross plant. 


Earnings Per Share Per Cent. Return 
tear of Common Stock _ On Investment _ 
1957-59 $ : 

1958-59 - ie 
1959-60 - 3.26 
1960-61 - Heel 
1961-62 ake hee 
1962-63 49 5.56 


Similar information is also developed with regard to Plan 2 


from the data in Exhibit 8, Schedule 6, in the Appendix, as follows: 
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Earnings Per Share Per Cent Return 
Year Of Common Stock On Investment 

1957-58 $ : 

1958-59 - 57 
1959-60 - Stes 
1960-61 - 4,80 
1961-62 234 5.06 
1962-63 .90 Ce. 


B. CASH FLOW PROJECTION 

Based on the needs for construction, payment of actual standby 
and interest charges during the construction period, as obtained from the 
company's financial consultants, the proposed plan of financing and the 
company's income from operations, a statement of cash available and re- 
Suited 14 )seuseorth in ExaipaG fe oochedute (; in the Appendix for Plan 1 


and Exhibit 8, Schedule 7 in the Appendix for Plan 2. 


C, BALANCE SHEET PROJECTION 

Geese sheets as at June. 7, Rose, the date on which construction 
of the Trans-Canada project was commenced, and on successive October 31st 
Uaeveat Ler, vo and ancluding *October SI, 1963, are shown aslto Flan 1 in 
Exhibit 7, Schedule 8, in the Appendix, and as to Plan 2 in Exhibit 8, 


Schedule 8 in the Appendix. 


The company's capitalization ratios, developed from the balance 


sheet projections, as at October 31 of each year studied, commencing with 
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the date of initial full operation of the Trans-Canada Pipeline, are as 


follows under Plan 1: 


m5) yt? 

Mortgage Bonds SINAC S ue aides, 
Subordinated 

Debentures Bs 66s) 23503 

Total Debt Ceol. Oe 

Common Equity 16.08 18.93 


Such ratios are as follows under Plan 


1958 
Mortgage Bonds Died b 
Subordinated 

Debentures 23.91 
Total Debt 81.28 
Common Equity Jee 


D. INTEREST AND DEBT SERVICE COVERAGE 


1960 
5 {09 


ee 
80.88 


ne 


1961 


56.61 


ely 12 
SO. 
19.27 


1962 
54.92 


2h .50 
OUlO 
20.58 


1963 
De ale 


2h. 70 
77-43 
22157 


As developed in Exhibit 7, Schedule 9, in the Appendix, for Plan 


1, and in Exhibit 8, Schedule 9, in the Appendix for Plan 2, the follow- 


ing are the computed coverage factors of earnings before Dominion income 


taxes related to (1) bond interest requirements and (2) total interest 


requirements, exclusive of interest on Subordinated Income Notes: 
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Times Total 
; Interest Covered 
Times Bond (Exclusive Of 


Interest Covered Income Notes) 
tear Plan 1 Plan 2 Plan 1 Plan ¢ 
1958-59 2419 Pe .263 » 365 
1959-60 Lory, ie eo Gifew .897 
1960-61 1.458 1.669 98h 1.226 
1961-62 1.689 12820 o.127 ea 
1962-63 2.029 peer ese cle 55) 


The coverege before depreciation of total debt service re- 
quirements, including interest on both the mortgage debt and the subor- 
dinate debentures, but exclusive of the subordinated income notes, to- 
gether with retirement provisions associated with the mortgage debt, for 


Plan 1 and Plan 2, are as follows: 


Times Debt Service Requirements 
( 


2 a ape \ 
(Exclusive Of Income Notes} 


Year Plan 1 Plan 2 
1958-59 L005 et oe 
1959-60 1031 LET 
1960-61 1.422 1.529 
1961-62 $4253 1.305 
1962-63 1.388 1.504 


In Exhibit 7, Schedule 9, in the Appendix, as to Plan 1, and 
Exhibit 8, Schedule 9, in the Appendix, as to Plan 2, ratios are devel- 
oped for mortgage debt outstanding expressed as a percentage of gross 


property and of net property account and also of total long-term debt 
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outstanding exclusive of subordinated income notes, to gross property 


account and net property account at each of the balance sheet dates, 


commencing with October 31, 1958. 


XIII. EFFECT OF PROPOSED SALE TO MIDWESTERN GAS 
TRANSMISSION COMPANY NEAR EMERSON, MANITOBA 


meal. 
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EFFECT OF PROPOSED SALE TO MIDWESTERN GAS TRANSMISSION COMPANY 
NEAR EMERSON, MANITOBA — a a ee a ea 


In hearing before the Federal Power Commission is an appli- 
cation of Midwestern Gas Transmission Company, Docket No. G-9448 et al., 
for authorization of Midwestern to purchase approximately 200,000 Mcf 
of gas per day from Trans-Canada at the international border near Emer- 
son, Manitoba. The hearing is contested and neither its outcome nor 
the expected time of any decision from the Federal Power Commission 
can be predicted at this time. Therefore, the proposed sale to Mid- 
western has been omitted from both Plan 1 and Plan 2 as studied in this 


report. 


The effect of the addition of this load at Emerson, Manitoba, 
has been studied with the following results: 

As to the 34" diameter section of the Trans-Canada main 
line from the Alberta-Saskatchewan border to the end of 
the section near Winnipeg, Manitoba, it would be neces- 
sary to add four 2,500 h.p. reciprocating compressor 
units at Station 1 and to establish four additional com- 
pressor stations, as follows: 

Station 3 - Two 7,600 h.p. centrifugal units 

Station 5 - Six 2,500 h.p. reciprocating units 


Station 7 - Six 2,500 h.p. reciprocating units 


tr 
Station 9 - Two 7,600 h.p. centrifugal units 
This addition of 70,400 h.p. in one existing and four new compressor 
stations is estimated to cost $28,816,400,exclusive of interest dur- 


ing construction. 
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In addition, it would be necessary to construct a lateral line 
from a point south and approximately 12 miles east of Winnipeg, Manitoba, 
at the end of the 34" diameter section of the Trans-Canada main line to 
the point of delivery on the international border, near Emerson, Manitoba, 
a distance of 48 miles, to be constructed of 24" diameter pipe at a cost 


of $3, 846,48, exclusive of interest during construction. 


If the sale to Midwestern at Emerson, Manitoba, is made at 100% 
annual load factor, resulting in an annual sales volume of 74,825 MMcf of 
gas, the revenue to Trans-Canada, reflecting a maximum daily requirement 
of 205,000 Mcf on a 14.73 psia, 60°F. pressure base, at the proposed rate 
to Midwestern of $2 demand charge per Mcf of Demand Contract Quantity per 
month, and 18.5¢ per Mcf commodity charge, would be $18, 762,625. After 
deducting estimated incremental operating expenses associated with the 
sale and assuming the sale to be made throughout the year 1962-63, the 
estimated amount available for return on the incremental investment is 
approximately $2,100,000, which equates to 6-1/2% on the estimated added 


rate base of approximately $32,500,000. 


On the above basis, it would appear that the sale to Midwestern 
at Emerson would be profitable and would be most beneficial to the project 
if it could be made during the early years. However, should the sale to 
Midwestern not be authorized by the Federal Power Commission, the long- 
range effect on the Trans-Canada project would not be material, since the 
return on the additional investment required if the sale is made is of 
the same order of magnitude as the expected return on the balance of the 


Trans-Canada project, after it reaches a state of full development. 
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POSSIBLE SALES TO TENNESSEE GAS TRANSMISSION 
COMPANY AT NIAGARA FALLS, NEW YORK 

Consideration was given by Trans-Canada during the development 
of the present proposed plan of construction to the possibility of tempo- 
rary summer sales of natural gas to Tennessee Gas Transmission Company at 
the international border near Niagara Falls, New York, for storage pur- 
poses. However, the substantial volumes of off peak and interruptible 
sales, together with the substantial sales to Union Gas Company of Canada, 
Limited, under a contract which permits Trans-Canada to deliver the bulk 
of the volumes to Union during the summer period and which also permits 
Trans-Canada to reduce to zero its deliveries on any day in the winter to 
Union results in an extremely high annual load factor for the Trans-Canada 
line as now proposed. There is thus no "summer valley" available from 
which temporary summer sales could be made to Tennessee. For Trans -Canada 
to make any sales to Tennessee, it would be necessary for Trans-Canada to 
install compressor capacity for Tennessee's account earlier than would 
otherwise be needed. Under such circumstances, Trans-Canada could de- 
liver to Tennessee Gas Transmission Company at 100% annual load factor 


as readily as it could deliver summer gas. 


Should Tennessee, at a later date, be interested in taking high 
load factor deliveries from Trans-Canada at the international border, a 
proper rate for such sales could readily be developed by Trans-Canada 
based on the cost of delivering such gas at the international border, 


and if such selling price should prove attractive to Tennessee the 


a 


' oF Bx lac 4 read 
(RAPALA AY AES 


“~ 


Sica’ Ue ate Sat 
A ‘ : 


Section XIV 
Page 2 
necessary installation of compressor capacity or loop line, if required, 


could be made to permit such delivery. 


It is concluded, however, that for the present, the question 
of Trans-Canada making sales to Tennessee at the international border 


should not be contemplated. 
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XV. CANADIAN REGULATORY SITUATION 


Trans-Canada Pipe Lines Limited was incorporated by act of the 
Parliament of Canada assented to by the Governor General on March 21, 1951, 
and May 27, 1954. The Alberta Gas Trunk Line Company Limited was incorpo- 
rated by an act of the Legislative Assembly of the Province of Alberta 


assented to April 8, 1954 and amended April 6, 1955. 


The Board of Transport Commissioners for Canada by Order No. 
84220, dated July 24, 1954, authorized construction of Trans-Canada's 
pipeline system as then projected. By successive subsequent orders, in- 
cluding particularly Order No. 86796, dated August 18, 1955, Order No. 88462, 
dated March 28, 1956, and Order No. 88874, dated May 25, 1956, the original 
Order No. 84220 was modified as to description of the project and to extend 
the dates within which it is required that financing and licensing be ar- 
ranged and construction completed. In its present form Order No. 84220, 
as amended, describes the Trans-Canada project substantially as now con- 
templated except that it includes the Emerson, Manitoba, lateral. The date 
presently fixed within which financing and licensing must be arranged is 
November 1, 1956, and the date within which construction must be completed 
is December 31, 1957. Construction of certain sections of the line, namely 
from Sheridan, Ontario, to Ste. Anne de Bellevue, Quebec, from Morrisburg, 
Ontario, to Ottawa, Ontario, and from the Alberta-Saskatchewan border to 
Winnipeg, Manitoba, are excepted from the financing and licensing require- 
ments of said order. Copies of said orders are attached as Exhibit le in 


the Appendix to this report. 
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Construction of the Trunk Line pipeline system in Alberta has 
been authorized by Permit No. l, dated, December 29, 1955, issued by the 
Minister of Highways of the Province of Alberta under authority of the 
Pipe Line Act 1952, being Chapter 67 of the Statutes of Alberta, 1952, 


as such permit was amended March 23, 1956. 


With respect to export of gas from Alberta as contemplated by 
Trans-Canada, The Gas Resources Preservation Act, being Chapter 2 of the 
Statutes of Alberta, 1949, (Second Session) requires a permit from The 
Petroleum and Natural Gas Conservation Board. Such a permit was issued 
May 14, 1954, and has since been amended, all as discussed in Section IV, 


subsection B, of this report. 


Neither the Dominion Government nor any of the Provincial Govern- 
ments of Canada exercise any regulatory authority over a pipeline corpora- 
tion such as Trans-Canada with respect to rates charged its customers, the 


amount of its earnings, or its accounting procedures. 


Likewise the Province of Alberta exercises no such regulatory 
authority over a corporation such as Trunk Line, the operations of which 


are entirely within Alberta. 


With respect to provincial registration, exhibits in the record 


in Docket No. G-9448 et al., indicates as follows: 


1. In Alberta, Trans-Canada registered under Part VIII of The Com- 


panies Act of the Province of Alberta on September 21, 1954. 
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2, In Saskatchewan, Trans-Canada registerd under The Companies Act 
on September 23, 1954, and renewed such registration for the year 


1955 on December 16, 1954. 


3. In Manitoba, Trans-Canada registered under Subdivision I of Division 


I of Part XVIII of the Companies Act on November 5, 1954. 


4. As to Quebec, Trans-Canada has received from the Department of the 
Attorney General a letter dated November 18, 1955, stating that 
such a corporation is not subject to the Extra-Provincial Companies 
Act (R.S.Q. 1941, Chapter 279) and does not need a license to carry 
on business in Quebec, but is required to comply with laws of the 
Province of Quebee such as the Companies Information Act under which 


a return has already been filed. 


5. As to Ontario, Trans-Canada has received a letter dated November een 
1955, stating that such a corporation is not required to register 
or obtain a license under The Extra Provincial Corporations Act 
1953 (Ontario) to carry on business in Ontario and, further, ad- 
vising that Trans-Canada has filed returns to date as required under 
The Corporations Information Act, 1953, or a predecessor of that 


Act. 
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Exhibit 1 


MAP OF TRANS-CANADA 
NATURAL GAS 
TRANSMISSION SYSTEM 


Trans-Canada Pipe Lines Limited 


NORTH be ae 


STATES OF A RICA | 


2 


= 


% 


Jp dase ele 
Pece” Ie aret 


TRANS-CANADA PIPE LINES LIMITED wt 
Proposed Schedule of Construction, By Years 
Plen sl! and Plan 2 


PLAN 1 (construction years 1956-1958, inclusive 


1956 - 


Ot = 


Construct approximately 200 miles of the 34" diameter Western Sec- 
tion of line, extending east from the Saskatchewan Gate in Alberta 


near the Alberta-Saskatchewan border. 


1. Complete the remaining approximately 386 miles of the 34" di- 
ameter Western Section of line from the Alberta-Saskatchewan 
border to a point south and approximately 12 miles east of 


Winnipeg, Manitoba. 


a) 


Construct the 85 mile 30" diameter section of line from near 


Winnipeg, Manitoba, eastward to the Manitoba-Ontario border. 


3. Install the following compressor units in the following com- 
pressor stations, to be constructed: 
Station 2-1 - 7600 H.P. centrifugal unit 


Station 10 - 2 = 2500 H.P. reciprocating units. 


4, Northern Ontario Pipe Line Crown Corporation to construct the 
310 mile portion of the 30" diameter Crown Corporation section 
of line from the Manitoba-Ontario border to a point north of 


Port Arthur, Ontario. 
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1958 - 
1. Construct the 491 mile 30" diameter section of line from 


Kapuskasing, Ontario, to Toronto Junction, Ontario. 


2. Construct the 25 mile 24" diameter section of line from Toronto 


Junction southwest to Sheridan, Ontario. 


3. Construct the 310 mile 20" diameter section of line from 


Toronto Junction northeast to Montreal, Quebec. 
4. Construct the 40 mile 12-3/4" diameter Ottawa lateral line. 


5. Install the following compressor units in the following addi- 
tional compressor stations, to be constructed: 
Die uloniee “sieeme e250) H.P. reciprocating unit 
Station 6 - 1 - 7600 H.P. centrifugal unit 


Dia won Oem UUM.) reciprocacing units. 


6. Acquire the facilities of Niagara Gas Transmission Limited 
extending from Sheridan, Ontario, to a point on the interna- 


tional border near Niagara Falls, New York. 


7. The Crown Corporation to complete the construction of the re- 
maining 365 miles of the 30" Crown Corporation section from 


near Port Arthur, Ontario, to Kapuskasing, Ontario. 


8. The Crown Corporation install 2 reciprocating compressor units 
of 2500 H.P. each in Compressor Station 14, to be constructed 


by the Corporation, 
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PLAN 2 (construction years 1956-1958, inclusive) 


1956 - Construct approximately 200 miles of the 34" diameter Western Sec- 
tion of line extending east from the Saskatchewan Gate, in Alberta 


near the Alberta-Saskatchewan border. 


SS eM (os 


1. Complete the remaining approximately 386 miles of the 34" di- 
ameter section of line from the Alberta-Saskatchewan border 
to a point south and approximately 12 miles east of Winnipeg, 


Manitoba. 


2. Construct the 85 mile 30" diameter section of line from near 


Winnipeg, Manitoba, eastward to the Manitoba-Ontario border. 


3. Construct the 25 mile 24" diameter section of line from Toronto 


Junction, Ontario, southwest to Sheridan, Ontario. 


4. Construct the 310 mile 20" diameter section of line from 


Toronto Junction northeast to Montreal, Quebec. 


5. Install the following compressor units in the following com- 
pressor stations, to be constructed: 
Station 2-1 - 7600 H.P. centrifugal unit 


Set oum wena 2 5O) HP. reciprocating unit. 


6. Northern Ontario Pipe Line Crown Corporation to construct the 


310 mile portion of the 30" diameter Crown Corporation section 
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of line from the Manitoba-Ontario border to a point north of 


Port Arthur, Ontario. 


1958 - 
1. Construct the 491 mile 30" diameter section of line from 


Kapuskasing, Ontario, to Toronto Junction, Ontario. 
2. Construct the 40 mile 12-3/4" diameter Ottawa lateral line. 


3. Install the following compressor units in the following addi- 
tional compressor stations to be constructed: 
Station 1-1 - 2500 H.P. reciprocating unit 
Station 6 - 1 - 7600 H.P. centrifugal unit 


Station Lf — 2 = 2500 H.P. reciprocating units. 


4h. Acquire the facilities of Niagara Gas Transmission Limited 
extending from Sheridan, Ontario, to a point on the interna- 


tional border near Niagara Falls, New York. 


5. The Crown Corporation to complete the construction of the re- 
maining 365 miles of the 30" diameter Crown Corporation sec- 


tion from near Port Arthur, Ontario, to Kapuskasing, Ontario. 


6. The Crown Corporation install 2 reciprocating compressor units 
of 2500 H.P. each in Compressor Station 14 to be constructed 


by the Corporation. 
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PLAN 1 and PLAN 2 (construction years 1959-1962 


eS aa 

1. Install the following compressor units in the following addi- 
tional compressor station, to be constructed: 

Station 16 - 2 - 2500 H.P. reciprocating units. 

2, Install the following additional compressor unit in the follow- 
ing existing compressor station: 

Station 10 - 1 - 2500 H.P. reciprocating unit. 

3, The Crown Corporation install 2 reciprocating compressor units 
of 2500 H.P. each in Compressor Station 12, to be constructed 
by the Corporation. 

1960 - 


1. Install the following compressor units in the following addi- 
tional compressor stations, to be constructed: 
Station 4 - 1 - 7600 H.P. centrifugal unit 
eietion 08-18-7600 H.P. centrifugal unit 


Station 19 - 2 - 2000 H.P. reciprocating units. 


2. Install the following additional compressor units in the fol- 
lowing existing compressor stations: 
Eetteneetem~ tem S500 HeP. reciprocating unit 
Station 2-1 - 7600 H.P. centrifugal unit 


Station 16 - 1 - 2500 H.P. centrifugal unit. 


spetLi 7 CE 


7 
~@ 


ii Tapytrn an 


Exhibit 2 
Page 6 of 


3. The Crown Corporation install 3 reciprocating compressor units 
of 2500 H.P. each in Compressor Station 13, and 2 - 2500 H.P. 
reciprocating units in Station 15, both new stations to be con- 


structed by the Corporation. 


4, The Crown Corporation install 1 additional 2500 H.P. recipro- 


CaLing Unitein Station ic. 


1961 - 
1. Install 2 - 2500 H.P. reciprocating units in Station 18, to 


be constructed, 


2, Tnstaliethe following additional compressor units inthe» fol- 
lowing existing compressor stations: 
Station 6 - 1 - 7600 H.P. centrifugal unit 
Graco !O)-s if —~ 2500 Hi P), reciproeating: unit 


Station 17 - 1 = 2500 H.P. reciprocating unit. 


3. The Crown Corporation install 3 reciprocating compressor units 


of 2500 H.P. each in Compressor Station 11, to be constructed . 


by the Corporation. 


We The Crown Corporation install 1 additional 2500 H.P. recipro- 
Coben ieineovation lesand | additional 2500 H.P. recipros 
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Install the following additional compressor units in the fol- 


lowing existing compressor stations: 


Station Ll 
Station 4 
Station 8 
Station 16 
pbaeson. lL] 


Station 18 


Mi 


ah 


2500 H.P. 
7600 H.P. 
(600 H.P. 
2500 H.P. 
2500 H.P. 


2500 ESP. 


reciprocating unit 
centrifugal unit 
centrifugal unit 
reciprocating unit 


reciprocating unit 


reciprocating unit. 


The Crown Corporation install the following additional com- 


pressor units in the following existing Crown Corporation com- 


pressor stations: 


otation 11 
Station 12 
Station 13 
Station 14 
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reciprocating unit 
reciprocating unit 
reciprocating unit 


reciprocating unit 


reciprocating unit, 
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TRANS-CANADA PIPE LINES LIMITED 
GAS PURCHASE CONTRACT DATA 
MCF QUANTITIES AT 1k.y PSIA - 60°F 


Proposed 15 Months 


Gas Delivery Gels Beginning Beginning and Beginning ist Year end the” and eee oe ist Year 2nd Year 3rd Year 4th Year and 
Field Date 11-1-5 11-1-57 11-1-58 Thereafter 11-1-56 11-1-57 11-1-5 Thereafter 11-1- 11-1-57 11-1-58 11-1- 11-1-60 Thereafter 
INTERIM GAS PURCHASE CONTRACTS % % % % % % % % % : 3; cee 
1 = Canadian Export Gas Ltd. et al Bindloss 11-1-56 13, 500* LS 5525 65 8,775 
2 - Bailey Selburn Oil & Gas Ltd. et al Bindloss 11-1-56 8, 000* bd 2200 oy 5,200 
Totals Interim Contracts 21,500* 24,725 13,975 
LONG-TERM GAS PURCHASE CONTRACTS 
3 - Canadian Delhi Oil Ltd. Cessford 11-1-57 45,000 51, 300 51, 300 115 51,750 115 58,995 115 58,995 65 29,250 75 385475 75 38,475 80 41,040 6&0 41,040 
4 - Hudson's Bay Oil and Gas Company Limited a a 50,500 57, 700 57, 700 ul 58,075” 66, 355 " 66, 355 ug 32, 8258 1 rea syne 43,275 Le 46,160 " 46,160 
5 - Canadian Export Gas Ltd, et al Ht a 21,000 24 000 2h 000 us 1500 et 27,600 a 27,600 iy 13,650 ” 18,000 " 18, 000 a 19,200 " 19, 200 
Totals Cessford Field 116,500 133, 000 133, 000 TS 35075 a en 527950 a 152,950 uy (Gee 99,750 " 99, 750 i" nee ee ” 106, 400 
6 - Calvan Consolidated Oil & Gas Company Limited Provost ul 7, O46 8, 052 8,052 " 851037) 9,260 K: 9, 260 w 4,580 ™ 6,039 " 6,039 x 6,44 6, 4h2 
7 - Canada Oil Lands Ltd. " " 47 53 53 n 5h " 61 " 61 " 31 " ho * ho " ho " ho 
8 - Canadian Delhi Oil Ltd. i: zt 1,853 Py ail, 2,117 zi 25131 2,435 Ly 2,435 " 1 20h eat 1,508." 1,588 us 1,694 " 1,694 
9 - Canadian Gulf 0il Company is ty 496 567 567 u! 5 Ommms 652 u 652 z 300 a ha5 * has n sh" 4S 
10 - Dome Exploration (Western Limited) bu wu 14,359 16,410 16,410 a 1G 52am 18,872 4 18,872 2 CRESEE pt 12,308 " 12, 308 a 43,126 9 * 13,128 
11 - Hudson's Bay Oil and Gas Company Limited a: ti 3,261 3, 727 3, 727 ag 3,750 " 4, 286 us 4, 286 ‘ 2,120) * 2,71955 2,795 i 2902 a 2,982 
12 - Merrill Petroleums Limited x 4 47 53 53 4 Lapis tL 61 w 61 f SL “F BON ko x ho ho 
a - Pacific Petroleums Ltd, a 2 - Kho ‘ 4h " 52 aou oe : 516 My 25D SEYCe 337 a 329 ies 359 
14 - Provo Gas Producers Limited a vy 38,579 38,579 " 38,819 " 4h 36 Us Ky 366 21,941 ”" 28,934 " 22k a 0, 86 Li 0, 86 
Totals Provost Field 1,25 70, 007 70, 007 z (ORM 80, 509 a 80, 509 Es 395817 as 52, ri HL 52,5 a oe i aes 
15 - The California Standard Company Princess z 17,500 20, 000 20, 000 tt 20525 23, 000 ss 23, 000 ae 13m) 7 15,000 " 15, 000 * 16,000 " 16, 000 
16 - Canadian Export Gas Ltd. et al Atlee-Buffalo D 10,421 11,910 11,910 3 11,984 " 13,697 " 13,697 “L Osi aes 8,933 " 8, 933 i 9,528 " 9,528 
17 - Hudson's Bay Oil and Gas Company Limited Oyen Wl 1,500 1,750 1, 750 ul neon 2,013 2,013 x 975 ™ ae Tey 1, 313 : 1,400; 1,400 
18 - Sun Oil Company et al Sibbald ud 5,250 6, 000 6, 000 UI 6,038 " 6,900 me 6,900 ZL 3,413" 4,500 " 4,500 a 4,800 " 4, 800 
19 - Bailey Selburn Oil & Gas Ltd, et al Bindloss WS 6, ae 7, 000 7, 000 c 7,044 8,050 " 8,050 as 3,961 =e 5,250." 5,250 “ 5-600" 5,600 
20 - Canadian Export Gas Ltd. et al Bindloss a italy y 13,310 13,310 i a z 15,30 o 15,30) 1 1.510 us 9,983 " 9,983 rr 10,648 " 10,648 
Totals All Above Fields 230, 200 262,977 262,977 a PSE "302,42 © 302, a 149,630 ” 197,235 " 197,235 x 210, 362 210, 362 
21 - Canadian Gulf Oil Company Pincher Creek 11-1-58 100, 000 170, 000 130 130,000 105.88 180,000 85 85,000 85 144,500 85 144,500# 6&5 1hh, 500# 
22 - Home Oil Company Limited et al Nevis 0, 000 0, 000 110 99,000 +110 99, 000 Wis) 67,500 75. 67,500 80 2,000 
Totals Two Fields Above 190, 000 6G 229, 000 279, 000 152,500 212, 000 216, 500 
23 - The California Standard Company Gilby 11-1-59 5, 000 110 5,500 v6) 3,750 (@ 3,750 80 4,000 
2h - The California Standard Company Homeglen-Rimbey 
Not Unitized uy 40,000 110 44, 000 16) 30,009 75 30,000 80 32, 000 
Additional if Unitizead " 24, 000 110 26,400 6) 18,000 75 18,000 80 19,200 
Totals Two Fields Above 69,000 75,900 51,750 51,750 55,200 
GRAND TOTALS 452, 977 591, 977 531, 426 657, 326 2 9G Sees —_ 482, 082 
165,336,605 216,071,605 193,970,490 239, 923,990 127,653,279 168, 259,525 175,959, 930 


* Also quantities required for packing, pigging, purging and testing. 


ANNUAL AGGREGATE MCF QUANTITIES 


# Minimum single day 136,000 Mecf. 
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OFFICE OF THE PREMIER 
ALBERTA 


Edmonton, September 9th, 1955. 


Br Ne bonnet, 
President, Trans-Canada Pipe Lines Ltd., 
326 - 9 Avenue W. 
CALGARY, Alberta. 


Dear Mr. Tanner: 


The Government has considered the representa- 
tions of your Company that it would assist in the financing 
of your pipeline project if assurance was given by the Govern- 
ment and the Petroleum and Natural Gas Conservation Board that 
additional reserves of gas over and above those covered by the 
present permit would be made available for the project as they 
become surplus to the requirements of the Province. 


The Government, after consultation with the 
Board, is prepared to give this assurance provided that: 


(a) Your Company contracts for the reserves covered 
by the permit issued May 14th, 1954, or for approved 


alternate reserves in the same aggregate amount. 


(b) Any additional reserves applied’for are covered 
by contract. 


PoursaveryeGruLys 
(sad. ) Ernest Manning 


Premier. 
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RESERVED FOR 


DE GOLYER AND MAC NAUGHTON 


LETTER RE GAS RESERVES 
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TRANS-CANADA PIPE LINES LIMITED 
P. 0. Box 500 
CALGARY, ALBERTA 


March 26, 1956 


The Alberta Gas Trunk Line 
Company, Limited, 

freeirtic Building, 

CALGARY, Alberta. 

Gentlemen : 

This letter will evidence our agreement relative to the proposed trans- 
portation within the Province of Alberta of natural gas by The Alberta Gas Trunk 
Line Company Limited (Trunk Line) for Trans-Canada Pipe Lines Limited (Trans- 
Canada), which gas will be purchased by Trans-Canada from producers in the var- 
ious gas fields set forth in Trans-Canada's present permit from the Petroleum 
and Natural Gas Conservation Board of Alberta, as amended, transported by Trunk 
Line through its proposed pipe line system and delivered by Trunk Line to Trans- 
Canada at the proposed interconnection between the pipe line systems of Trunk 


Line and Trans-Canada at a point in the N.E. 1/4 Section 11-20-1 W.4th in the 


Province of Alberta. 


1. Trunk Line shall construct a natural gas pipe line system in accordance 
with Permit No. 1 dated December 29, 1955 granted to Trunk Line by the Minister 
of Highways of the Province of Alberta, as amended by Amendment to Permit No. 1 
dated March 23, 1956 by the said Minister, a location map of which system is 
attached hereto as Exhibit A, and a composite flow study diagram of the said 


system is attached hereto as Exhibit B. 
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TRANS -CANADA PIPE LINES LIMITED 


The Alberta Gas Trunk Line 
Company Limited 
2. Trunk Line will transport gas in quantities as Lap Roane Trans-Canada 
from said fields, through said system, in accordance with and subject to the 
presently outstanding permit of Trans-Canada, which said permit allows Trans - 
Canada to remove from the Province of Alberta (at a pressure base of 14.4 PSIA 
and at a temperature of 60 degrees Fahrenheit) a maximum daily quantity of 


620,000 MCF and a maximum annual quantity of 183,000,000 MCF. 


3. Trans-Canada agrees to cause all gas to be removed by it from the Pro- 
vince of Alberta under its said permit to be transported by Trunk Line, and to 
pay Trunk Line for such transportation service Trunk Line's cost of providing 
such service, to be determined in Seance with a Cost of Service Rate, a 
statement of the provisions of which is attached hereto as Exhibit C. Trunk 
Line and Trans-Canada agree that the Development Period Reduction in Charges 
referred to in Paragraph 7 of said Exhibit C is intended to ensure that the 
charge for transportation which Trans-Canada will be required to pay during 
the first three years of transportation service will not exceed id. per MCF. On 
the basis of present cost estimates and projections of operating conditions, 
the said Development Period Reduction in Charges set forth in said Paragraph / 
would accomplish this. However, in the event such is not the case, Trunk Line 
agrees that the overall charges for transportation service to Trans-Canada will 
not exceed in the aggregate said 4¢ per MCF providing Trans-Canada requires the 
transportation of at least the following quantities of gas (at the pressure and 
temperature base set forth in 2. above) through Trunk Line's system during such 


period: 
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TRANS-CANADA PIPE LINES LIMITED 


The Alberta Gas Trunk Line 
Company Limited 
(3) From date of commencement of transportation 
service hereunder to the 3lst day of October 
falling nearest the completion of one year 
of transportation service, providing such 
October 3lst shall not be later than 


October 31st, 1958 63,815,000 MCF 


(2) From the expiration of the period set out 
in (1) above to the 3lst, of October next 


following 140, 362,000 MCF 


(3) From the expiration of the period set out 
in (2) above to the 3lst day of October 


next following 163,486,000 MCF 


4, The term of this gas transportation agreement shall be for a term of 
twenty-five (25) years from the commencement of delivery of gas hereunder or 
until the expiration of Trans-Canada's right to remove gas from the Province of 


Alberta, whichever shall first occur. 


>. Trunk Line and Trans-Canada, prior to commencement of construction of 
their respective pipe line systems, shall conclude preparation of and execute 
a definitive contract setting forth in detail and in accordance with standard 


pipe line practices the provisions relating to such gas transportation agreement, 


including the foregoing provisions. 
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The Alberta Gas Trunk Line 
Company Limited 
6. The obligations of each party hereunder are, and under said definitive 
contract will be, subject to each party making satisfactory financial arrange- 
ments not later than October 31st, 1956 to enable the construction of its re- 


spective project. 


7. This letter agreement shall replace in its entirety the letter agree- 
ment between us dated February end, 1956, which letter agreement is hereby 


cancelled. 


If the foregoing correctly reflects your understanding of our agree- 
ment, please execute the extra copy of this letter in the space provided below 
and return same to us at your earliest convenience. 

Yours very truly, 
TRANS-CANADA PIPE LINES LIMITED 


NET! Bie Fac epic esh:s 
Vice President 
(CeCe) 
/s/ 3 GeoSaks 
Assistant Secretary 
ACCEPTED AND AGREED TO 
this 26th day of March, 1956: 


THE ALBERTA GAS TRUNK LINE 
COMPANY LIMITED 


/s/ Vernon Taylor 
Vice President 
(C.8.) 


/s/ John M. Ballachey 
Assistant Secretary 
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EXHIBIT C 
THE ALBERTA GAS TRUNK LINE COMPANY LIMITED 


STATEMENT OF COST OF SERVICH RATE 


Trans-Canada Pipe Lines Ltd. shall pay to The Alberta Gas Trunk Line 
Company Limited (Trunk Line) for gas transported and service rendered each month, 
Trunk Line's cost of service in rendering such service. Such payment shall be 


calculated for each month as the sum of the following amounts ; 


1. OPERATING EXPENSES 
Trunk Line's reasonable and necessary gas operating expenses 


for such month reflected in Accounts 701 to 809, inclusive. 


2. DEPRECIATION 
One Twelfth (1/12) of Trunk Line's annual depreciation expense 
computed by the application of annual straight line depreciation 
rates to Trunk Line's actual legitimate investment in depreciable 
plant (including intangible plant) at the first day of such month. 


The annual depreciation rates are as follows: 


(a) Office furniture and equipment,tool and work 
equipment, and telemetering equipment. 10% 
(bo) Transportation equipment. 33-1/3% 


(c) Trunk Line's remaining legitimate investment 4-1/4% 


3. TAXES 


Accruals recorded for such month with respect to income and 
other taxes associated with Trunk Line's natural gas operations 


and adjustments of accruals for tax expenses previously billed. 
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EXHIBIT C 


4, RETURN 
Return at an annual rate of 7.5% computed for such month by the 
application of the monthly rate of 0.625% to Trunk Line's net 
investment rate base computed as of the date of Trunk Line's 
initial operation and as of the first day of each billing month 


thereafter, by adding together the items listed below: 


(a) Trunk Line's actual legitimate original investment in 

gas plant in service, gas plant held for future use, gas 

plant leased to others and other utility plant, less the 

balances in depreciation reserves and contributions in 

aid of construction. 

(b) An allowance for working capital consisting of the sum 
of the following: 
(i) Necessary materials and supplies for operating 
purposes. 

(ii) Cash working capital equal to one-eighth (1/8) of cash 
operating expenses for the preceding le months, ex- 
clusive of the cost of any purchased gas and exclusive 
of any transmission or compression of gas by others $ 
provided that for each month during the first 12 months 
of service by Trunk Line and during the first le months 
following any major plant expansion the amount void zed 
shall be 150% of the cash operating expenses during 


the month. 
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EXHIBIT 


C2 


5. CREDITS FOR OTHER GAS REVENUES 
Credits for gas revenues collected under other rate schedules 
or contracts, other gas revenues, and amounts included in 


Aceounts 508 and 509. 


6. ADJUSTMENT FOR ACCRUED AND DEFERRED ITEMS 
Income and expense accounts for each month shall reflect accrued 
and deferred items. Accruals shall be adjusted to reflect the 


difference between accruals and actual amounts when conclusive 


determinations and settlements are made. 


Ts DEVELOPMENT PERIOD REDUCTION IN CHARGES 
For the periods specified below, the depreciation rate set fort 
in Section 2. (c) above, and the rate of return set forth in 


Section 4. above, shall be reduced to the annual ra 


Reduced Reduced 
Period Depreciation Rate Rate of Return 
— J 
(a) From date of com- 3-1/2% 5 -1/4% 


mencement of trans- 
portation service 
hereunder to the 31st 
day of October falling 
nearest the completion 
of one year of trans- 
portation service 


(>) From the expiration of 3-3/4 
the period set out in 
(a) above to the 31st 
day of October next 
following 
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(c) From the expiration of hg 6-3/4% 
the period set out in 
(b) above to the 31st 
day of October next 
following 
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EXHIBIT C 


IDENTIFICATION OF ACCOUNTS 


The Account Numbers utilized herein are those specified in the 
Uniform System of Accounts prescribed by the Federal Power 
Commission for natural gas pipe line companies operating in the 


United States. 
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Exhibit 7 
Schedule 1 


TRANS-CANADA PIPE LINES LIMITED Plan 1 


ESTIMATED CONSTRUCTION COST SUMMARY - YEARS ENDING OCTOBER 31, 1956 THROUGH 1962 


PLAN 1 
Construction Year Ending October 31 (1956-11/30) 
1956 1957 1958 1959 1960 1961 1962 Total 
Direct Construction Costs 
Main Line and Laterals 
Alberta-Saskatchewan Border to Winnipeg $29, 040,593 $ 54,950,697 $ 353,000 $ rs $ = $ = $ = $ 84, 344, 290 
Winnipeg to Manitoba-Ontario Border 270, 005 13,611, 953 91,000 = = = = 13, 932, 958 
Kapuskasing to Toronto Junction 1,556,502 337, 000 15,255,275 = c = S TT, 148, 777 
Toronto Junction to Sheridan - - 2,464, 548 - - - - 2,464, 548 
Toronto Junction to Montreal 1,523, 361 214, 000 23, 823,571 - - - - 25,560, 952 
Ottawa Lateral 110, O71 - Leet - - - - 2,007. 2 
Subtotal 32,500,552 9, 113,650 103, 924, 365 - - - - 205, 538, 567 
Compressor Stations and Housing - 6, 000 6,725, 000 038, 000 1 000 07, 000 8,835, 000 43,020, 000 
Subtotal 32,500,552 74, 889, 650 110, 649, 365 3, 03 Beco 13, 339, 000 293014000 8, 835, 000 248, 558, 567 
Niagara Line-Direct purchase from owners - - 4.00, 000 - - 400, 000 
Total Trans-Canada Pipe Lines Limited 32, 500, 552 ik 709, 50 2,3 5 3, 038, 000 13, 339, 000 5, 301, 000 8, 835, 000 253, 958, 567 
Crown Corporation 2,144,159 1,421 “6h 149, 420 69, 000 6,114, 000 48 4 345, 000 139,117, 000 
Total 


Interest During Construction 


Main Line and Laterals 
Alberta-Saskatchewan Border to Winnipeg $ 549,678 $ 2,987,426 $ 5,072,973 $ - $ - $ - $ - $ 8,610,077 
Winnipeg to Manitoba-Ontario Border 9, 450 2, 390, 667 838,915 a = = = 3, 239, 032 
Kapuskasing to Toronto Junction 54,478 "108; 955 1,231, 783 = = = 3 1, 395,216 
Toronto Junction to Sheridan = - 37, 394 - - - - 37, 394 
Toronto Junction to Montreal 53, 318 106, 637 451, 080 - - - - 611, 035 
Ottawa Lateral 3, 852 7,105 196,658 - - - - 168,215 

Subtotal 70,77 5,601, 390 T, 788, 803 = = = = 14, 060, 969 

Compressor Stations and Housing - 101, 080 468, 232 16 233,432 2, 8' 154,612 1,10 by 

Subtotal 70, 77 5,702,470 8,257, 035 53,165 233,432 92, 873 154,612 15,164, 363 


Niagara Line-Direct purchase from owners 
Total Trans-Canada Pipe Lines Limited 
Crown Corporation 
Total 


Total Construction Costs 


Main Line and Laterals 
Alberta-Saskatchewan Border to Winnipeg $29,590, 271 $ 57, 938,123 $ 5,425,973 $ - $ - $ - $ - $ 92,954, 367 
Winnipeg to Manitoba-Ontario Border 279,455 16, 002, 620 889, 915 - - - - 17,171, 990 
Kapuskasing to Toronto Junction 1,610, 980 445,955 76,487, 058 - - - - 78, 543, 993 
Toronto Junction to Sheridan - - 2,501, 942 - - - - 2,501, 942 
Toronto Junction to Montreal 1,576,699 320, 637 ee - - - - 26,171, 987 
Ottawa Lateral 113, 923 G ve 2,133,629 - - - - 2,255,257 
Subtotal 33, 171, 328 74, 715, O40 111 HES - - - - 219,599, 536 
Compressor Stations and Housing - 877, 080 232 091,16 1 2,432 8 8,989,612 4h 12 by 
Subtotal 33,171, 328 80,592, 120 118, oor 400 3, 091, 165 13,572,432 5, 399, 873 , 989,612 263, [22 930 
Niagara Line-Direct purchase from owners = = * hoo, 000 = = = = 400, 000 
Total Trans-Canada Pipe Lines Limited 33, 171, 328 80, 592, 120 124, 306, 400 3, 091, 165 13,572, 432 5, 399, 873 8,989,612 269, 122, 930 
2,181,682 hi, O54 64,168, 399 2,187,979 6,167, 49 4. 856, 122 4, 383,019 139, 88 2 


Crown Corporation 
Total 
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Schedule 2 
Plan 1 
TRANS-CANADA PIPE LINES LIMITED 
ESTIMATED OPERATION AND MAINTENANCE EXPENSES 
PLAN 1 
1 8 1958/59 1959/60 1960/61 1961/62 1962/63 
Unit Cost Quantity aes Quantity Ey Quantity _$_ Quantity ape Quantity $3. Quantity age 

1, Pipeline Maintenance and Patrol 

(a) Western Zone $ hoo/Mi. 586 $ 234,000 586 $ 234,000 586 $ 234,000 586 $ 234,000 586 $ 234,000 586 $ 234,000 

(b) Central Zone 700/Mi. 395 276, 500 1,251 876, 000 1,251 876, 000 1,251 876,000 1 25 876, 000 251 876, 000 

(c) Eastern Zone 300/Mi. 375 113, 000 375 113, 000 375 113, 000 375 113,000 375 113, 000 
2, Niagara Line 

Maintenance and Patrol 300/Mi. - - 76 22, 800 76 22, 800 76 22, 800 76 22, 800 76 22, 800 
3. Communications 135/Mi. 981 132, 400 2,288 308, 900 2,288 308, 900 2,288 308, 900 2,288 308, 900 2, 288 308, 900 

Subtotal $ 642,900 $1,554, 700 $1, 554, 700 $1,554, 700 $1, 554, 700 $1, 554, 700 

4, Compressor Station - 0 & M 

(a) Centrifugal $ 8/H.P. 7,600 & 30,400 1/ 15,200 $ 121,600 15, 200 $ 121,600 38, 000 $ 304,000 45,600 $ 364,800 60, 800 $ 486,400 

(b) Reciprocating $ 16/8.P. 5, 000 40,000 1/ 17,500 280, 000 30, 000 480, 000 54, 000 864, 000 76,500 1, 224, 000 99, 000 1,584, 000 

(c) Housing Operation $7, 000/sta. 2 14,000 6 42, 000 8 56, 000 13 91, 000 15 105, 000 15 - 105,000 
5. Measuring and Regulating Stations - 

OzM $6, 000/Sta. 7 42,000 43 258, 000 43 258, 000 43 258, 000 43 258, 000 43 258, 000 
6. Contingencies 75, 000 250, 000 250, 000 250, 000 250, 000 250, 000 
7. Total Operation and Maintenance $ 844,300 $2, 506, 300 $2, 720, 300 $3, 321, 700 $3, 756, 500 $4, 238, 100 
8, Administration and Overhead 2/ 422,200 1,190,500 1,224, 100 LT LOO 1, 878, 300 1,695, 200 
9. Total Expenses $1, 266,500 $3, 696, 800 $3, 944, 400 $5, 098, 800 $5,634, 800 $5, 933, 300 
Notes: 


a/ Compressor station operation and maintenance expense for 1957/58 computed on basis of $) /installea H.P. for centrifugal stations and $8/installed H.P. for reciprocating. 


2/ Administration and overhead figured as follows: 1957/58 - 50%, 1958/59 - 47.5%, 1959/60 - 45%, 1960/61 - 42.5%, 1961/62 - 40p, 1962/63 - of. 
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Schedule 3 
ESTIMATED GAS SALES AND REVENUE 
PLAN 1 
1957/58 1958/59 1 60 1960/61 1961/62 1962/63 
Winnipeg and West 
Requirements - MCF 
Saskatchewan Power Corporation 3,294, 100 3, 987, 600 4,681, 100 5,201, 300 5, 894, 800 6,588, 301 
Plains Western Gas & Electric Company 931, 180 1,104, 103 1,261, 858 1,401,150 1,538, 860 1,656,240 
Manitoba Power Corporation - 1, 000, 000 1, 240, 000 2,100, 000 3, 100, 000 - 
Intercity Gas Company 1,015,400 1,092, 400 1,166,600 1, 238, 200 1, 320, 600 1, 396, 000 
Winnipeg & Central Gas Company 4, 872, 000 6,127, 000 157,000 8, 323, 000 1, 000 10 000 
Total 10, 112,680 13, 311,10 1 ae 8 18, 263, 650 21 th 260 20, 219, 541 
Revenue 
Saskatchewan Power Corporation $ 690,467 $ 835,830 $ 981,192 $ 1,090, 228 $ 1,235,590 $ 1,380,952 
Plains Western Gas & Electric Company 252, 853 347, 792 397,485 489, 132 539, 200 579, 450 
Manitoba Power Corporation - 250, 000 310, 000 420, 000 620, 000 = 
Intercity Gas Company 313, 884 337, 807 360, 849 457, 256 488,568 517, 220 
Winnipeg & Central Gas Company y 6 8 231, 76 (e) 439, 4 
Total 9 


East of Winnipeg 


Requirements - MCF 
Northern Ontario Netural Gas Company Limited 


Western Ontario Zone 6,223,000 1/ 7, 042, 700 T, 156, 300 8,625, 000 9, 835, 000 9, 835, 000 
Northern Ontario Zone - 10, 862, 900 15, 385,600 21,487,900 22,427, 300 23, 382,900 
Subtotal , 223, 000 17,905,600 23, 141, 900 30, 112, 900 32, 262, 300 33, 217, 900 
Barrie, Orillia, etc. - 580, 000 914, 000 1, 261, 000 1,524, 000 1, 732, 000 
The Consumers' Gas Company of Toronto - 17, 310, 000 19,568, 000 21,693, 000 23, 318, 000 25,567, 000 
Union Gas Company of Canada, Limited - 5, 000, 000 21,500, 000 24,900, 000 28, 300, 000 31, 300, 000 
The Grimsby Natural Gas Company, Limited - 111,000 120,000 128, 000 137, 000 145, 000 
Provincial Gas Company Limited - 5,434, 000 5, 638, 000 5, 821, 000 5,996, 000 6, 174, 000 
Dominion Natural Gas Company, Limited = 300, 000 500, 000 600, 000 700, 000 780, 000 
Lakeland Natural Gas Limited - 1,425, 000 2, 371, 000 2,895, 000 3, 771, 000 4,001, 000 
Lake Shore Group - 2,957, 000 3, 936, 000 3, 933, 000 4,013, 000 4,130, 000 
Interprovincial Utilities Limited - 9, 803, 000 10, 254, 000 10, 705, 000 11,155,000 11,617, 000 
Quebec Natural Gas Corporation - 18,400, 000 21, 790, 000 2h , 825,000 28, 205, 000 1,510, 000 
Total 6, 223, 000 19,225,600 109, 732, 900 126, 873, 900 139, 381, 300 150, 173, 900 
Total Requirements in MCF - East and West of Winnipeg 16 680 2, 536,70 125,239,458 145,1 fe) 160, 826, 560 170 YT 
Revenue 
Northern Ontario Natural Gas Company Limited 
Western Ontario Zone $2,104,254 1/ $ 2,455,595 $ 2,714, 035 $ 3,028,650 $ 3,466, 870 $ 3,466,870 
Northern Ontario Zone - 4,616,530 6 00 i 80 647, 460 10,141,510 
Subtotal 2,105,25 7,072,125 9, 093, 735 12,166,430 13, 114, 330 13, 608, 380 
Barrie, Orillia, etc. - 308, 560 486, 248 670, 852 990, 600 1, 125, 800 
The Consumers’ Gas Company of Toronto - 8, 343, 888 9, 442, 083 10,467, 463 11, 311, 681 12, 388, 491 
Union Gas Company of Canada, Limited - 1,500, 000 7, 710, 000 9, 036, 000 10, 362, 000 11, 532, 000 
The Grimsby Natural Gas Company, Limited - 59,052 63, 840 68, 096 89, 050 94, 250 
Provincial Gas Company Limited - 2,195,474 2,263, THe 2, 300, 200 2, 377, 834 2,457, 000 
Dominion Natural Gas Company, Limited - 159,600 266, 000 319, 200 455, 000 507, 000 
Lakeland Natural Gas Limited = 663, 840 1,105,200 1, 347, 240 1, 758, 510 1, 866, 900 
Lake Shore Group - 914,792 1,527,179 1,527,491 1 557 DDL 1,610, 831 
Interprovincial Utilities Limited - 3,605, 717 4,018, 929 4, 361, 898 4,799, 076 5,121,079 
Quebec Natural Gas Corporation 685,100 9,277, 800 11, 019, 900 13,0 00 14,705,400 
Total 6 q 9 65,017,131 
Total Revenue - East and West of Winnipeg 4794, by 6,150,772 $k 6, O4 8 481 65,805, 42 0,934, 228 


suf Kenora, Dryden, Port Arthur and Fort William only, natural gas service to Nipigon and Geraldton assumed to commence November 1, 1958. 


aaa 


TRANS-CANADA PIPE LINES LIMITED 


ESTIMATED GAS PURCHASE REQUIREMENTS (MMCF) AND COST OF GAS PURCHASED 


PLAN 1 


Gas Purchased for Sale 
Gas for Compressor Fuel 
Subtotal 
Losses 1% 
Subtotal 
Gas Purchased for 
Cleaning and purging 
Filling the line 
Total Purchased Gas 
Cost of Gas Purchased - ¢ per Mcf 
Cost of gas 
Transportation cost 
Delivered cost of gas (1) 
Cost of Gas Purchased for 
Sale (operating expense) 
Cleaning and purging (construction cost) 
Filling the line (inventory gas) 
Total Cost of Gas Purchased 
Requirements MMcf 
Winnipeg and West 
East of Winnipeg 
Total 
% of Requirements - each year 
Winnipeg and West 
East of Winnipeg 
Total 
Allocation of total purchased MMcf 
based on requirements in each year 
Winnipeg and West 
East of Winnipeg 


Total 
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Schedule 4 
Plan 1 

1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 
16 , 336 92,537 125 ,239 145,138 160 ,827 170,393 
182 2,451 4 056 6,52 8416 10,360 
16 ;518 94 ,988 129,295 151,663 169,243 180,753 
16 (e) 2 15 1,692 1,808 
16,683 95,938 130,588 153,180 170,935 182,561 

217 - - - - - 

2) = = = a = 
19,257 95,938 130,588 153,180 170,935 182,561 
10.22916 10.44207 10.69800 10.95372 11. 20945 11.46518 
4.09167 4.09167 4.09167 4 09167 4.09167 4.09167 
14. 32083 1453394 14.78967 15.04539 15.30112 15.55685 
eae $13,943,571 $19, 313,534 $23,046,528 $26,154,969 $28,400, 741 

3 - - =- _ - 

337,542 = z Z : : 
$2,757,333 $13,943,571 $19, 313,534 $23,046,528 $26,154,969 $28,400,741 
10,113 133uL 15,506 18,264 21,445 20,219 
6,223 19.226 109,733 126 874 139 , 382 150,174 
16,336 92,537 125 ,239 145,138 160,827 170,393 
61.91 14.38 12,38 12.58 13.33 11.87 
38.09 85.62 87.62 87.42 86.67 88.13 
100.00 100.00 100,00 100.00 100.00 100.00 
11, 922 13,796 16,167 19,270 22,786 21,670 
82,142 114 421 1 10 148,14 160,891 
19,257 95,938 130,588 153,180 170,935 182,561 


(1) At Saskatchewan Gate. 
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Exhibit 7 
TRANS-CANADA PIPE LINES LIMITED Schedule 5 


Plan 1 
DATA RE CROWN CORPORATION SECTION RENTALS AND PURCHASE PRICE - PLAN 1 “a 


1. Design capacity east of Winnipeg @ 14.73 psia MMCF per day; 
2/3 of capacity for one year equals 74,922 MMCF. 

2. Cost of leased facilities equal $124,479,114; 4-1/2% equals 
$5,601,560; rental payment per Mcf equals $.07476. 


12 Months Ended: ($000 Omitted) 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-61 
Given Or Assumed The Following: 
Annual Volumes delivered East of Winnipeg @ 14.73 psia MMCF T5332 82, 142 114,421 133,910 148,149 160, 891 


(A) Calculation of Duration of 1% Payment Per Section 6 (b) (iv) of Agreement 
dated 11/21/55 with Government of Canada (Disregarding the Calendar Year 


Element) 7% Per Annum on Capital Costs 4,069 8,560 8,714 9,145 9,485 9,792 
Less: 

Annual Amount of Rental Payment - Based upon Mcf 548 6, 141 8,554 10,011 11, 076 12,028 

- Based on 1% of $124,479 - - - - 1,24 Lo 6 

Total 48 6,141 8, 554 10,011 12,321 5g oot 

(1) Deficiency - Per Year 3,521 2,419 160 (866) (2,836) (3,272) 

2 - Cumilative (Line 4 Preceding Year Plus Line 1) 3,521 5,940 6, 223 5,569 2,958 (111) 
3 22 


Interest @ 3-1/2% on Deficiency at End of Preceding Year = 12 212 20 111 
4) Total Net Deficienc 21 6, 06 6,4 a 61 = 


(B) Calculation of Purchase Price From Time to Time 


Under Section or 8 (a) of reement Under Section 8 (b 1) of eement 

Rental Pay 3-1 P/A Amortiza- Add Additions 3-1 P/A Interest @ 3-1 Property 

ments from Interest Semi- tion Semi- As Of Purchase Amortiz- on Amortization Amortization Costs Time Purchase 

(A) above * annually annually Year End Price ation Cumulative Per Year Cumulative To Time Price 

As of 10-31-57 - - = 58,123 58,123 - = < 5 8.12 8 
4-30-58 27h 1,017 (743) ce ; 58, 866 - = = = a ieee 
10-31-5 27 1,030 75 168 123,790 2,034 = 2,034 2, 034 122,291 2 
4-30-59 3,070 2, 166 90h : 122, 66 : : ag - ce ark 
10-31-59 3, O71 2,151 920 2,188 124,154 4,280 71 4351 6, 385 124, 4 118 
4-30-60 i 277 2,173 2,104 - 122, 050 2 - Z - ety ae 
10-31-60 4,277 2,136 2,141 6,168 126,077 4,357 223 4,580 10,965 130,647 119, 682 
eee 55009 2,206 2, A peat 123,278 = = = - - - 
10-31-61 5 215i 2, 849 5 125,285 4,573 384 4,957 15,922 135,50 119,581 
4-30-62 6,160 2,192 3,968 121,317 ~ - . ae OR 
10-31-62 6,161 2,123 4,038 4, 383 121,662 4743 557 5, 300 21,222 139, 886 118, 664 
4-30-63 6,532 2,129 4,403 - 117,259 - - - - - - 
10-31-63 6,532 2,052 4,480 - 112,779 4, 896 TH3 5,639 26, 861 139, 886 113, 025 
Under Section 8 (b) (2) of Agreement 
Total Purchase Price At Any Time (70% of $124,479) 87,135 


* The aggregate of each six months rental will probably vary. However, it is assumed here they will not. 
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TRANS-CANADA PIPE LINES LIMITED 
Income Account Projection 
1. Basis of latest Sales Volumes and Rates inside Canada - and 
without regard to limitations on Gas Volumes in Alberta. 
2. Crown Company Facilities Not Purchased, 
3. Emerson Lateral Not Constructed. 


PLAN 1 


Income Account Projection - 12 Months Ended: 10-31-56 HOEST=D( 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-6 
000s Omitted 3 3 3 


Operating Revenues 
Winnipeg & West $ = $ - $2,689 $ 3,643 $ 4,281 $ 5,072 $ 5,934 $ 5,917 
2,50 45,2 2 1 65, 01’ 


East of Winnipeg - = 2,106 32,508 Bn 23 ois 85 2 87 5 
= = in 151 y 80! 0) 


Total Revenues 
(14.73 psia Mcf Unit Cost of Gas at Alberta Border) 


Cost of Gas Purchased = - 2, 389 13, 944 19,314 23, O47 26,155 28,401 

Operations & Maintenance 2 = 1,267 3,697 3, 44 9,099 5,635 5,933 
Rentals - Niagara Line = 15 250 = = = - Z 

- Based on Mcf @ 7.476¢, and on 

Net Profits, per formula - - 548 6,141 8,554 10, 011 12, 321 13, 064 

Taxes - General = 87 a 1,164 1,186 1,265 1,311 1, 365 
Total = 162 le) 24,9 2,998 9,422 k 22 8 

Balance Before Depreciation and Income Taxes - (1623) my (1018) 11,20 16,538 18,9 20, 38 22,171 


Depreciation Provision 
Gross Income Before Income Taxes 


Taxes - Income (after excess depreciation up to 6% as required) - - = a = r = 


Gross Income = 162 2 9 11 11.172 12. 80 
Interest - First Mtge. Bonds - Public = 772 3,729 7 S40 , O40 840 13 311 
Subordinated Debentures - Public - 3, 025 3, 300 3, 300 3, 300 3, 300 3, 300 ze 300 
First Mtge. Bonds - Crown Corp. - 475 50 a = is ef a 
Subordinated Income Notes - Founders - - - 113 480 607 623 623 


Amortization of Debt Discount & Expense 
Interest During Construction (Credit) 
Fixed Charges 
Net Income 


Earned Surplus - Beginning of Year - 671 1, 847 2,080 (5, 384) (Ge 993) (8, 80h ) (8,146) 
- End of Year 671 1, 847 2, 080 (5,384) (7,993) (8, 804 (8,146) (5,710) 
Common Shares Outstanding - End of Period 4, 928, 183 4, 928, 183 4, 928, 183 4, 928, 183 4,928,183 4, 928,183 4, 928, 183 


Earnings Per Common Share (Commencing with first year of full operation) $.13 $.49 


‘ 
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TRANS-CANADA PIPE LINES LIMITED 
Cash Flow Projection - Plan 1 
($000s Omitted) 
Cash Flow Projection - 12 Months Ended 10-31-56 (1) 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
Net Income 671 1,176 233 (7,464) (2,609) (811) 658 2,436 
Add: 
Depreciation - - 801 8,336 8,627 8,959 9,211 9,368 
Amortization of Debt Discount and Expense = 92 133 133 133 133 133 133 


Income Tax Accrual - s = 


Subordinated Income Note Interest Accrued - Not Earned or Paid in Current Year - - - i 480 oo 623 - 
Total Cash Operations 1 ye et aL Aslan -631 10,62 ak 


Less: 

Income Tax Paid - - = = = = = a 
Subordinated Income Note Interest Paid for Prior Years - - = ee = = 
Retirement of First Mortgage Bonds - Public - - - - - 3,180 6,360 6,360 
Retirement of First Mortgage Bonds - Crown Corporation = - - - - = ~ = 
Retirement of Subordinated Debentures - - - - = 3 = = 
Common Dividends = - - - = = = = 


Total Recurring Outgo = = = S = 180 0 8 
Balance - Plus (Minus) Cash 1 1,268 SIMs! TRUS} 1 08 0 


less: 

Construction 33,171 80,592 118, 906 3,091 13,572 5,400 8,990 - 
Preliminary Const. Costs Paid at 6/7/56 included in Construction above (7,974) - = = + = ¥ 2 
Acquisition of Niagara Line - - 5,400 = = = = = 
Materials & Supplies (Operations & Maintenance) - 1,000 3,000 = a S = = 
Materials and Supplies (Gas for filling line) - = 229 a = x 3 S, 
Bond Interest Accruals in excess of Payments - 4 697 4 060 27 - - = = 

Total Other Requirements 8 y 99 


Balance - Plus (Minus) Cash 


Add: 
Outside Funds - First Mortgage Bonds - Public - 45,000 99 ,000 = - = es = 
- Subordinated Debentures - Public = 60,000 - = - = s = 
- First Mortgage Bonds - Crown Corporation 38,000 (38,000) - = = = = 2g 
- Subordinated Income Notes - Founders - - - 7,749 3,070 508 = = 
- Common Stock (2) = 30, 000 = = a £ - 2 
(Financing Charges) - First Mortgage Bonds - Public - (400) (463) = = 2 sy S. 
- Subordinated Debentures - (2,758) - - = = es = 
- Common Stock - (1,379) - = = = = Pa 
Prepaid Interest on Subordinated Debentures - 6,600 - = = = 3 e 
Total Outside Funds 9 = = 
Balance - Plus (Minus 
Cash - Beginning of Period (3) 6,710 20,18 30,420 6,649 12,700 8,829 9, 645 3,720 


- End of Period (3) 20,184 0,420 6,64 12,700 8,82 64 20 8674 


1) From June 7 through October 31, 1956 
{3} 1,928,183 ee ces Founders @ $8 approx. equals $15,411,456 


12908,090 shares with Subord. Debs. @ $10 equals 0,000,000 
3928 , 153 sis sm nse 


(3) Includes Government Securities 


TRANS-CANADA PIPE LINES LIMITED 
BALANCE SHEET, PROJECTION - PLAN 1 


($000s Omitted) 


Balance Sheet Projection At: 


Assets 
Gross Plant - First of Year 

Additions During Year 

Purchase of Niagara Line 

End of Year 

Depreciation Reserve 

Net Plant 

Investments in Subsidiary Companies 

Cash and Government Securities 

Materials and Supplies (Operation and Maintenance) 
Materials and Supplies (Gas for filling line) 
Other Current Assets 

Prepaid Interest on Subordinated Debentures 


Unamortized Debt Discount and Expense - First Mortgage Bonds 
Unamortized Debt Discount and Expense - Subordinated Debentures 


Common Capital Stock Expense 
Miscellaneous Equipment and Structures 
Preliminary Construction Costs & Other Deferred Debits 


Total Assets 


Liabilities 

First Mortgage Bonds - Public 

Subordinated Debentures - Public 

First Mortgage Bonds - Crown Corporation 
Subordinated Income Notes - Founders 
Common Stock (4,928,183 shares at 10/31/63) 
Premium on Common Stock 

Earned Surplus 


Total Capitalization 
Accrued Income Taxes Payable 
Accrued Interest Unearned on Subordinated Income Notes 
Other Current Liabilities 


Total Liabilities 
Capitalization Ratios 
First Mortgage Bonds 
Subordinated Debentures 
Common Equity (Including Subordinated Income Notes) 


Total 
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6-7-56 10-31-56 10-31-57 10-31-58 “10-31-59 10-31-60 10-31-61 “10-31-62 “10-31-63 
Se $ - $ 33,171 $113, 763 $238, 069 $241, 160 $254, 732 $260, 132 $269,122 
- 33,171 80,592 118, 906 3,091 13,572 5,400 8,990 - 
- - - 400 - - - - - 
- 33,171 113, 763 238, 069 21, 160 254, 732 260, 132 269, 122 269, 122 
8 8 8 8 1 17, 822 26,781 2 45,360 
5 33, 113 113,705 237,210 231, 965 236,910 233,351 233,130 223, 162 
156 156 156 156 156 156 156 156 156 
6,710 20, 184 30, 420 6,649 12,700 8, 829 9,645 3, 720 8,674 
= = 1,000 4 000 4,000 4,000 4,000 4, 000 4,000 
= - - 229 229 229 229 229 229 
25 25 25 25 25 25 25 25 25 
= = 3,975 275 = S = $ = 
- = "Loo 822 781 740 699 658 617 
= - 2,666 2,574 2,482 2,390 2,298 2,206 2,114 
> =: 1,379 1,379 1,379 1,379 1,379 1,379 1,379 
252 252 252 252 252 252 252 252 252 
8, 336 362 362 362 362 362 362 362 362 
$15, 421 $54, 092 $153,940 $253, 933 $254, 331 $255,272 $252, 396 $246,117 $241,570 
$ - bis $ 45,000 $144, 000 $144,000 $144, 000 $140, 820 $134,460 $128, 100 
- - 60,000 60, 000 60, 000 60, 000 60, 000 0, 000 60,000 
eS 38, 000 - - - - - - - 
= eC = = 7, 749 10, 819 11, 327 11, 327 195 327, 
1,928 1,928 4,928 4,928 4,928 4,928 4,928 4,928 4,928 
13,483 13,483 40,463 40,483 40,483 40,483 40,483 40,483 40,483 
- 671 1, 84 2,080 8h, 8, 80k 8,146 10) 
15,411 54, 082 152,258 251,491 251,776 252,237 2h8, 754 243,052 239,128 
= = = - 113 593 1, 200 623 = 
10 10 1,682 2, 44e 2, 4he 2, hho 2, 4he 2, bbe 2, 44e 
hel hy 1 40 2! 254, 331 255,272 252 246, 11 241,570 


56.61% 
2k.12 


55.32% 
24.69 
19. 


100,01 


53.57% 
25.09 
21.34 


100.0 


Times Coverage of Interest on 
First Mortgage Bonds, by Gross 


TRANS-CANADA PIPE LINES LIMITED 


PLAN 1 


Income before Dominion Income 


Tax an 


Times Coverage of all 


e19 roa il, 


Interest 


Paid, exclusive of Interest on 
Subordinated Income Notes, by 


Gross Income Before Dominion 


Income Tax 1/ 


.203 . 780 


Times Coverage of Total Debt 
Service Requirements (All In- 


terest Paid, exclusive 


of In- 


terest on Subordinated Income 
Notes, plus Mortgage Bond and 
Debenture Retirement Provisions), 


by Gross Income Before 
tion ay, 


Ratio of Mortgage Debt 
to Gross Property 
Account 


Ratio of Mortgage Debt 
to Net Property 
Account 


Ratio of Total Long- 
Term Debt (exclusive 
of Subordinated In- 
come Notes) to Gross 
Property Account 3/ 


Ratio of Total Long- 
Term Debt (exclusive 
of Subordinated In- 
come Notes) to Net 
Property. Account 3/ 


Deprecia- 
105 1.631 ale 


At At At 
10/31/58 10/31/59 10/31/60 10/31/61 


60.49% 59.71% 56.53% 


60.71 62.08 60.78 


85.69 Bu .59 80.08 


86.00 87.94 86.11 


1/ Data from Exhibit 7, Schedule 6. 
2/ Data from Exhibit 7, Schedules 6 and 7. 
3/ Data from Exhibit 7, Schedule 8. 


INTEREST AND DEBT SERVICE COVERAGE 


158 1.689 
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1958/59 1959/60 1960/61 1961/62 1962/63 
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TRANS-CANADA PIPE LINES LIMITED 
ESTIMATED CONSTRUCTION COST SUMMARY - YEARS ENDING OCTOBER 31, 1956 THROUGH 1962 
PLAN 2 
Construction 
195 1957 1958 1959 Total 
Direct Construction Costs 
Main Line and Laterals 
Alberta-Saskatchewan Border to Winnipeg $29,040,593 $ 54,950,697 $ 353,000 $ - $ - $ - $ - $ 84,344 290 
Winnipeg to Manitoba-Ontario Border 270,005 13,611,953 51,000 - - - - 13,932,958 
Kapuskasing to Toronto Junction 1,556,502 337 , 000 Tepe - - - - TT, 148,777 
Toronto Junction to Sheridan - 2,464,548 = - = = = 2,464,548 
Toronto Junction to Montreal 1,523,381 23,850,571 187 ,000 - - = = 25,560,952 
Ottawa Lateral 110,071 - 1,976,971 - - - - 2,087,042 
Subtotal 32,500,552 95,214, 769 77,823, 246 = = = = 205 , 538, 567 
000 


Compressor Stations and Housing - 5,776. 6,725,000 3,038,000 13,339,000 5 307,000 8,835,000 a 
Subtotal 32,500,552 100,990,769 Bu 548, 2h 3,038,000 13, 339,000 5 , 307, 000 8,835,000 248 558,567 


Niagara Line-Direct purchase from owners 400 ,000 400 ,000 
Total Trans-Canada Pipe Lines Limited 32,500,552 100,990,769 89,948,246 3,038, 000 13, 339,000 5,307,000 8,835,000 253,958,567 
2,144 159 81,421 64 149 420 2,169,000 6,114 000 4 814,000 4345 000 139,11 


Crown Corporation 


000 
Total ~ 


Interest During Construction 
Main Line and Laterals 


Alberta-Saskatchewan Border to Winnipeg $ 549,678 $ 2,987,426 $ 4,054,868 $ - $ - $ - $ - $ 7,591,972 
Winnipeg to Manitoba-Ontario Border 9,450 2,390,667 670,552 - - - - 3,070,669 
Kapuskasing to Toronto Junction 54,478 108,955 984 574 - - - - 1,148,007 
Toronto Junction to Sheridan - 43,130 119,555 - - - - 162,685 
Toronto Junction to Montreal 53,318 520,277 1,220,510 - - - - 1,794,105 
Ottawa Lateral 852 0 136 
Subtotal 
Compressor Stations and Housing 
Subtotal 


Niagara Line-Direct purchase from owners 
Total Trans-Canada Pipe Lines Limited 
Crown Corporation 
Total 


Total Construction Costs 
Main Line and Laterals 


Alberta-Saskatchewan Border to Winnipeg $29,590,271 $ 57,938,123 $ 4,407,868 $ - $ - $ - $ - $ 91,936,262 
Winnipeg to Manitoba-Ontario Border 279,455 16,002,620 721,552 - - - - 17,003,627 
Kapuskasing to Toronto Junction 1,610,980 445 955 76,239, 849 - -- - - 78,296, 784 
Toronto Junction to Sheridan 2,507,678 119,555 - - - - 2,627,233 


Toronto Junction to Montreal 1,576,699 2h 370,848 1,407,510 = = = 2 27,355,057 
11 ©) 


Ottawa Lateral 2 2,102 ,18' - - - - 2,223 81 
Subtotal 33) kepas 58 101,272,929 Bh, 998 ,523 - - ~ - 219, 4h2, 780 
Compressor Stations and Housing - 877,080 122,881 091 ,16 a4 2432 8 8,989,612 44 053,04 
Subtotal 33,171, 328 107,150,009 92,121,404 3, 091, 165 13,572,432 5,399,873 8,989,612 263,495,623 


400,000 


Niagara Line-Direct purchase from owners 400,000 = 
Total Trans- Canada Pipe Lines Limited 33,171,328 ee 97,521,404 3,091,165 13,572,432 5,399,873 , 989, 612 268 , 895 , 823 
Crown Corporation 2,181,682 55,9413 05 647168; 399 2,187,979 6,167,497 4,856,122 4 383,019 139,885,752 


Total $35,353,010 $163 , 091,063 $161, 689 , 803 $5,279,144 $19, 739,929 $10,255,995 $13, 372, 031 $408, 781,575 


4 


ape) See ee a . 
me Ac 4 cA ty in y 


_ Py 4 ; hi P \ 
OS eos? | 
= ae a 
, yi - 


jaf 


; ‘a ag wa) 
Py ghey 


Exhibit 8 


Schedule 2 
‘ Plan 2 
TRANS-CANADA PIPE LINES LIMITED 
ESTIMATED OPERATION AND MAINTENANCE EXPENSES 
PLAN 2 
1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 
Unit Cost Quantity cD Quantity fm Quantity a0 Quantity Le Quantity _p- Quantity mas 

al Pipeline Maintenance and Patrol 

(a) Western Zone $ 400/Mi. 586 $ 234,000 586 $ 234,000 586 $ 234,000 586 $ 234,000 586 $ 234,000 586 $ 234,000 

(b) Central Zone 700/Mi. 395 277, 000 i 25a 876, 000 1,251 876, 000 1,251 876, 000 1,251 876, 000 1,251 876, 

(c) Eastern Zone 300/Mi. 335 100, 500 375 113, 000 375 113, 000 375 113, 000 375 113, 000 375 113, 000 
2, Niagara Line 

Maintenance and Patrol 300/Mi. - - 76 22, 800 76 22, 800 76 22, 800 76 22, 800 76 22, 800 
3. Communications 135/Mi. 1,316 178, 000 2,288 308, 900 2,288 308, 900 2,288 308, 900 2,288 308, 900 2,288 308, 900 

Subtotal $ 789,500 $1,554, 700 $1,554, 700 $1,554, 700 $1,554, 700 $1, 554, 700 

4. Compressor Station - 0 &M 

(a) Centrifugal $ 8/8.P. 7,600 $ 30,400 1/ 15,200 $ 121,600 15,200 $ 121,600 38, 000 $ 304,000 45,600 $ 364,800 60, 800 $ 486,400 

(b) Reciprocating $ 16/H.P. 5,000 ko,000 1/ —-17, 500 280, 000 30, 000 480, 000 54, 000 864, 000 76, 500 1,224, 000 99, 000 1,584, 000 

(c) Housing Operation $7, 000/Sta. 2 14, 000 6 42, 000 8 56, 000 13 91, 000 1 105, 000 15 105, 000 
5. Measuring and Regulating Stations - 0 &M $6, 000/sta. 27 162, 000 43 258, 000 43 258, 000 43 258, 000 43 258, 000 43 258, 000 
6. Contingencies (5, 000 250, 000 250, 000 250, 000 250, 000 250, 000 
7. Total Operation and Maintenance $1,110,900 $2,506, 300 $2, 720, 300 $3, 321, 700 $3, 756,500 $4, 238, 100 
8, Administration and Overhead 2/ 555,500 1,190,500 1,224,100 1, 777,100 1, 878, 300 1,695, 200 
9. Total Expenses $1,666,400 $3, 696, 800 $3, 94, 400 $5, 098, 800 $5,634, 800 $5, 933, 300 
Notes: 


ay Compressor station operation and maintenance expense for 1957/58 computed on basis of $4/installed H.P. for centrifugal stations and $8/installea H.P. for reciprocating. 


2/ Administration and overhead figured as follows: 1957/58 - 50%, 1958/59 - 47.5%, 1959/60 - 45%, 1960/61 - 42.5%, 1961/62 - 40%, 1962/63 - 40%. 
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TRANS-CANADA PIPE LINES LIMITED 


ESTIMATED GAS SALES AND REVENUE 


PLAN 2 


Winnipeg and West 


Requirements - MCF 
Saskatchewan Power Corporation 


Plains Western Gas & Electric Company 
Manitoba Power Corporation 
Intercity Gas Company 
Winnipeg & Central Gas Company 
Total 


Revenue 
Saskatchewan Power Corporation 
Plains Western Gas & Electric Company 
Manitoba Power Corporation 
Intercity Gas Company 
Winnipeg & Central Gas Company 
Total 


East of Winnipeg 


Requirements - MCF 
Northern Ontario Natural Gas Company Limited 


Western Ontario Zone 
Northern Ontario Zone 
Subtotal 
Barrie, Orillia, etc. 
The Consumers' Gas Company of Toronto 
Union Gas Company of Canada, Limited 
The Grimsby Natural Gas Company, Limited 
Provincial Gas Company Limited 
Dominion Natural Gas Company, Limited 
Lakeland Natural Gas Limited 
Lake Shore Group 
Interprovincial Utilities Limited 
Quebec Natural Gas Corporation 
Total 


Total Requirements in MCF - East and West of Winnipeg 


Revenue 
Northern Ontario Natural Gas Company Limited 
Western Ontario Zone 
Northern Ontario Zone 
Subtectal 
Barrie, Oryllia, etc. 
The Consumers' Gas Company of Toronto 
Union Gas Company of Canada, Limited 
The Grimsby Natural Gas Company, Limited 
Provincial Gas Company Limited 
Dominion Natural Gas Company, Limited 
Lakeland Natural Gas Limited 
Lake Shore Group 
Interprovincial Utilities Limited 
Quebec Natural Gas Corporation 
Total 


Total Revenue - East and West of Winnipeg 


1/ Kenora, Dryden, Port Arthur and Fort William only,natural gas service to Nipigon and Geraldton assumed to commence 


1957/58 


3,294,100 
931,180 


1,015,400 
4, 872,000 
10,112,680 


6,223,000 1/ 


6,223 , 000 


me 680 


1958/59 


3,987,600 
1,104,103 
1,000 ,000 
1,092,400 
6,127,000 
ESS 140 


$ 835,830 
347,792 
250,000 
337, 807 
871,19 


7,042,700 
10,862,900 
17,905,600 
580,000 
17,310,000 
5 ,000.,000 
111,000 
5,434,000 
300, 000 
1,425,000 

2,957,000 


26 70 


$ 2,105,254 1/ $ 2,455,595 
= 4 616,530 


2,105,254 


1959/60 


4,681,100 
1,261,858 
1,240,000 
1,166,600 
157,000 
15,506,558 


$ 981,192 
397 ,485 


7,756, 300 
15 385,600 
23,141,900 

914 , 000 
19,568 ,000 
21,500,000 

120,000 

5,638,000 

500,000 


130,274,458 


$ 2,714,035 
6.37 an 


1960/61 


5,201, 300 
1,401,150 
2,100,000 
1,238,200 
8 323,000 
18,2 0 


8,625,000 
21 487,900 
30,112,900 

1,261,000 
21,693,000 
24, 900, 000 

128 ,000 

5,821,000 

600, 000 

2,895 ,000 

3,933,000 
10,705,000 


alana ye le} 


$ 3,028,650 
137,780 


1961/62 


5,894,800 
1,538,860 
3, 100,000 
1,320,600 

1,000 

21 260 


$ 1,235,590 
539 , 200 
620,000 
4887568 
050 


9,835,000 
22,427,300 
32, 262, 300 

1,524,000 
23, 318,000 
28 , 300,000 

137,000 

5,996,000 

700 ,000 

3,771, 000 

4,013,000 
11,155,000 


164 131,560 


$ 3,466,870 
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1962/63 


6,588,301 
1,656,240 


1,396,000 
10 000 


$ 1,380,952 
579,450 


517,220 
439 


9,835,000 
23,382,900 
33,217,900 
1,732,000 
25,567,000 
31, 300,000 
145,000 
6,174,000 
780 , 000 

4,001,000 


174,097 HAL 


$ 3,466,870 


647,460 10,141,510 

7,072,125 9,093,735 12,166,430 13,114, 330 13,608, 3 
308 ,560 486 , 248 670,852 990 , 600 1,125,800 
8,343,888 9,442 083 10,467,463 11,311,681 12,388,491 
1,500,000 7,710,000 9,036,000 10, 362,000 11,532,000 
59,052 63,840 68 ,096 89,050 94,250 
2,195,474 2,263,742 2,300,200 2,377,834 2,457,000 
159,600 266 ,000 319 , 200 455 ,000 507,000 
663, 840 1,105,200 1,347,240 1,758,510 1,866 ,900 
914,792 1,527,179 1,527,491 LY epy? 1,610,831 
3,605,717 4,018,929 4, 361,898 4,799,076 5,121,079 


2 oo Ht SET 14,705 400 ho hie O60 
, 000 , 454 34,100, 8 T5929 ,85 56,220,570 1,521,032 2743, 011 


$11,569, 614 


$37,743,472 


$51,878, 147 


$61,293, 261 


$67,455,125 


November 1, 1958. 


$72,660,908 


TRANS-CANADA PIPE LINES LIMITED 


ESTIMATED GAS PURCHASE REQUIREMENTS (MMCF) AND COST OF GAS PURCHASED 


PLAN 2 


Gas Purchased for Sale 
From Producers 
From Others (2) 
Subtotal 
Gas for Compressor Fuel 
Subtotal 
Losses 1% 
Subtotal 
Gas Purchased for 
Cleaning and purging (15 from others) (2) 
Filling the line (84 from others) (2) 
Total Purchased Gas 
Cost of Gas Purchased - ¢ per Mcf 
From Producers 
Cost of gas 
Transportation cost 
Delivered cost of gas (1) 
From Others 
Cost of Gas Purchased for 
Sale (operating expenses) 
From Producers 
From Others (2) 
Cleaning and purging (construction cost) 
From Producers 
From Others (2) 
Filling the line (inventory gs) 
From Producers 
From Others (2) 
Total Cost of Gas Purchased 
Requirements MMCF 
Winnipeg and West 
East of Winnipeg (excludes “From Others") 
Total 
% of Requirements - each year 
Winnipeg and West 
East of Winnipeg 
Total 


Allocation of total purchased MMCF 
(excluding "From Others" (2)) 
based on requirements in each year 

Winnipeg and West 
East of Winnipeg 
Total 
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Plan 2 
1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 
16,336 95,927 130,274 151,518 164,132 174,097 
13,400 - - - - - 
29,730 955927 130,274 151,518 16h ,132 174,097 
182 2,519. 4,187 6,755 8,558 10,553 
29,91 99, 134,461 150,273 172,690 164,650 
= 299 984 1,345 1,583 1,727 1,846 
30,217 99,430 135,50 159,95 174 417 186 ,49) 
217 - - - - - 
2 25351 eee = = = a 
32,791 99,430 135,006 159,856 174,417 186,496 
10.22916 10.44207 10.69800 10.95372 11.20945 11.46518 
4.09167 4.09167 4.09167 4.09167 4.09167 4.09167 
LT. 32083 Th 53398 Th. 78967 15 -04539 15.30112 1555005 
38 .69000 5 = = = - 


$2,389,144 $14,451,097 $20,085,259 $24,050,959 $26 ,687,754 $29 ,012,903 
5 236,040 S = 4 ¥: 


28,498 : 2 E “ y 
5 839 - - - - - 
325,512 - - - e < 
32,696 s _ 2 i i 
$5,017,729 $14,451,097 $20,085,259 $24,050,959 $26,087,754 $29,012,903 
10,113 13,311 15,506 18,264 21,445 20,219 
6,223 82,616 114,768 133,254 142,687 153,878 
16,330 95,927 130,274 151,518 164,132 174,097 
61.91 13.88 11.90 12.05 13.07 11.61 
38.09 86.12 88.10 87.95 86.93 88.39 
100-00 100-00 100 -00 T00-00 100-00 100-00 
11,859 13,801 16,161 19,263 22,796 21,652 
5256 85 ,629 119,645 140,593 151,621 164, 844 
19,155 99 ,430 135,806 159,856 174,417 186,496 


(1) At Saskatchewan Gate. 
(2) For Montreal and Sheridan Lines. 
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TRANS-CANADA PIPE LINES LIMITED 
DATA RE CROWN CORPORATION SECTION RENTALS AND PURCHASE PRICE - PLAN 2 


1. Design capacity east of Winnipeg @ 14.73 psia MMCF per day; 
2/3 of capacity for one. year equals 74,922 MMCF. 

2. Cost of leased facilities equal $12,479,114; 4-1/2% equals 
$5,601,560; rental payment per Mcf equals $.07476. 


12 Months Ended: ($000 Omitted) 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 

Given Or Assumed The Following: 

Annual Volumes delivered East of Winnipeg @ 14.73 psia MMCF 7,296 85,629 119,645 140,593 151,621 164, Shy 

Annual Amount of Mcf Rental Payments (@ $.07476 per Mcf) 545 6,402 8,945 LO; 51a 11, 335 12, 324 
0 


Capital Cost per Agreement as of Beginning of Bach Year 58,123 122,291 124,479 130, 647 135, 503 139, 886 


(A) Calculation of Dufation of 1% Payment per Section 6 (b) (iv) of Agreement 
dated 11/21/55 with Government of Canada (Disregarding the Calendar Year 


Element) 7% per annum on Capital Costs 4, 069 8,560 8,714 9,145 9,485 9,792 

less: 

Annual Amount of Rental Payment - Based upon Mcf 545 6, 402 8,945 10,511 11, 335 12, 324 

- Based on 1% of $124,479 - - = - 1,245 - 
Total 02 In LOSS 12,580 12, 32 

(1) Deficiency - Per Year 3, 524 2,158 (231) (1, 366 095 2,532 
(2 - Cumulative (Line 4 Preceding Year Plus Line 1) 3) 50h 5,602 5,574 ae ee : ae 
(3) Interest @ 3-1/2$ on Deficiency at End of Preceding Year = 12 20 202 161 
4) Total Net Deficienc 2 0 1 ag ) 


(B) Calculation of Purchase Price From Time to Time 


Under Section 7 or 8 (a) of Agreement Under Section 8 (b) (1) of Agreement 
Rental Pay- 3-1 P/A Amortiza- Add Additions 3-1/2% P/A Interest @ 3-1, Property 
ments from Interest Semi- tion Semi- As Of Purchase Amortiz- on Amortization Amortization Costs Time 
(A) above * annually annually Year End Price ation Cumulative Per Year Cumulative To Time 
As of 10-31-57 - = = 58,123 58,123 - = = > 58,123 
4-30-58 272 1,017 (745) - 58, 868 - - - - - 
10-31-58 273 1,030 (757) 64,168 123, 793 2, 034 - 2, 034 2, 034 122,291 
4-30-59 3,201 2,166 1,035 - 122,758 - - - - - 
10-31-59 3,201 2,148 1, 053 2,188 123, 893 4, 280 71 4,351 6,385 124,479 
4-30-60 4 ke 2,168 2, 304 - 121,589 - - - - = 
10-31-60 4473 2,128 2, 345 6,168 125,412 4,357 223 4,580 10, 965 130, 647 
4-30-61 5,255 2,195 3, 060 - 122, 352 - - - - - 
10-31-61 5,256 2,141 3,115 4, 856 124, 093 4,573 384 4,957 15,922 135,503 
4-30-62 6,290 2,172 4,118 - 119,975 = = 6 = 23 
10-31-62 6,290 2,100 4,190 4. 383 120, 168 4, 743 557 5, 300 21,222 139, 886 
4-30-63 6,162 2,103 4,059 - 16,109 = = = aon = 
10-31-63 6,162 2,032 4,130 - 111,979 4, 896 743 5,639 26, 861 139, 886 


Under Section 8 (b) (2) of sere 
Total Purchase Price At Any Time (70p of § 124,479) 87,135 


* The aggregate of each six months rental will probably vary. However, it is assumed here they will not. 
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Purchase 
Price 


58, 123 
120,257 
118, 09k 
119, 682 
119,581 
118, 664 


113, 025 
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TRANS-CANADA PIPE LINES LIMITED 
Income Account Projection 


1. Basis of latest Sales Volumes and Rates inside Canada - and 
without regard to limitations on Gas Volumes in Alberta. 


2. Crown Company Facilities Not Purchased. 
3. Emerson Lateral Not Constructed. 


PLAN 2 


Income Account Projection - 12 Months Ended: 
($000s Omitted) 


Operating Revenues 
Winnipeg & West 
East of Winnipeg 
Total Revenues 
(14.73 psia Mcf Unit Cost of Gas at Alberta Border ) 
Cost of Gas Purchased 
Operations & Maintenance 
Rentals - Niagara Line 
- Based on Mcf @ 7.476¢, and on 
Net Profits, per formula 
Taxes - General 
Total 
Balance Before Depreciation and Income Taxes 


Depreciation Provision 
Gross Income Before Income Taxes 


Taxes - Income (after excess depreciation up to 6% as 
Gross Income 

Interest - First Mtge. Bonds - Public 
Subordinated Debentures - Public 
First Mtge. Bonds - Crown Corp. 
Subordinated Income Notes - Founders 


Amortization of Debt Discount & Expense 
Interest During Construction (Credit) 
Fixed Charges 
Net Income 


Earned Surplus - Beginning of Year 
- End of Year 


Common Shares Outstanding - End of Period 
Earnings Per Common Share (Commencing with first year 


requi red) 


of full operation) 
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10-31-56 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
Ey (ys $ 2,689 $ 3,643 $ 4,281 $ 5,072 $ 5,934 $ 5,917 
- = 8,881 4. 100 y 6,221 61,521 66,744 
- - 11,570 37,743 51,87 1,293 7455 72,661 
- - 7,625 14,451 20,085 2h 051 26,688 29,013 
= - 1,666 3,697 3,944 5,099 5,635 5,933 
= 1@ 250 = = = = = 


- 671 2,304 1,583 (5,041) (6,409) (5,668) (4,016) 
671 2,304 1,583 (5,041) (6,409) (5,668) (4,016) 4i2 
4928 183 4,928,183 4,928,163 4,928 ,183 4,928,183 4,928,183 4 928,183 


$.3h $.90 


Trice ts) a 


; Ayres | 
To best: 


TRANS-CANADA PIPE LINES LIMITED Exhibit 8 


Schedule 7 
CASH FLOW PROJECTION - PLAN 2 Plan 2 
($000's Omitted) 
Cash Flow Projection - 12 Months Ended 10-31-56(1) 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
Net Income $ 671 $ 1,633 $ (726) $(6,573) $(1,017) $ (77) $ 2,072 $ 4,817 
Add: 
Depreciation - - 1,989 8,328 8,619 8,951 9,203 9,360 
Amortization of Debt Discount and Expense = 92 38 133 133 133 SS} 133 
Income Tax Accrual - - = 5 4 = = = 
Total Cash Operations 671 aed 1,396 1,888 Tes 9,007 11,408 14 310 
Less: 
Income Tax Paid - - - - = - - - 
Retirement of First Mortgage Bonds - Public - - - - . 3,180 6,360 6,360 
Retirement of First Mortgage Bonds - Crown Corporation - - - - - - - - 
Retirement of Subordinated Debentures - - - - - - - - 
Common Dividends = - - - - = - - 
Total Recurring Outgo - - - - - 180 6,360 6,360 
Balance - Plus (Minus) Cash 71 1,72 1,396 1,888 82 048 7,950 
less: 
Construction 33a 107,150 92,121 3,091 13,572 5,400 8,990 - 
Preliminary Const. Cost Paid at 6/7/56 included in construction above (7,974) - - - g = - - 
Acquisition of Niagara Line - - 5,400 - - - - - 
Materials and Supplies (Operation and Maintenance ) - 2,000 2,090 = - = = = 
Materials and Supplies (Gas for filling line) = - 2h9 - - - - - 


Bond Interest Accruals in excess of Payments 
Total Other Requirements. 
Balance - Plus (Minus) Cash 


Add: 
Outside Funds - First Mortgage Bonds - Public = 45 ,000 99,000 = 5 = = ~ 
- Subordinated Debentures - 60,000 = - 4 = & = 
- First Mortgage Bonds - Crown Corporation 38,000 (38,000) = <a oa = = S 
- Common Stock (2) = 30,000 = = s = um = 
(Financing Charges ) - First Mortgage Bonds - Public - (400) (463) = 2 = = = 
- Subordinated Debentures - (2,758) - 2 5 = 3 = 


- Common Stock 
Prepaid Interest on Subordinated Debentures 
Total Outside Funds. 
Balance - Plus (Minus) Cash 


Cash - Beginning of Period (3) 
- End of Period (3) 


(1) From June 7 through October 31, 1956 
(2) 1,928,183 shares from Founders @ $8 approx. equals $15,411,456 


3,000,000 shares with Subord. Debs. @ $10 equals 0,000 ,000 
4 928,183 Fs bse 


(3) Includes Government Securities 


TRANS-CANADA PIPE LINES LIMITED 
BALANCE SHEET PROJECTION - PLAN 2 


($000's Omitted) 


Belance Sheet Projection At: 


Assets 
Gross Plant - First of Year 
- Additions During Year 
- Purchase of Niagara Line 
- End of Year 
Depreciation Reserve 
Net Plant 
Investments in Subsidiary Companies 
Cash and Government Securities 
Materials and Supplies (Operation and Maintenance) 
Materials and Supplies (Ges for filling line) 
Other Current Assets 
Prepaid Interest on Subordinated Debentures 
Unamortized Debt Discount and Expense - First Mortgage Bonds 
Unamortized Debt Discount and Expense - Debentures 
Common Capital Stock Expense 
Miscellaneous Equipment and Structures 
Preliminary Construction Costs & Other Deferred Debits 


Total Assets 


Liabilities 

First Mortgage Bonds - Public 

Subordinated Debentures 

First Mortgage Bonds - Crown Corporation 
Common Stock (4,928,163 shares at 10/31/63) 
Premium on Common Stock 

Earned Surplus 


Total Capitalization 


Accrued Income Taxes Payable 
Other Current Liabilities 


Total Liabilities 


Capitalization Ratios 
First Mortgage Bonds 
Subordinated Debentures 
Common Equity 


Total 
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6-7-56 10-31-56 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
EF ts 3 a= $ 33,171 $140, 321 $237 , 842 $240, 933 $254,505 $259,905 $268, 895 
- 33,171 107 ,150 92,121 3,091 13,572 5,400 8,990 - 
= = 2 5,400 e = S Es = 
= 33,171 140, 321 237, O42 240,933 254 505 259,905 268 , 895 268 ,895 
58 58 ~ 2,047 10,375 18,994 aa. 37,148 46 508 
58 33,113 140,263 PSviet ep 230,558 235,511 23159 231, 747 222 , 387 
156 156 156 156 156 156 156 156 156 
6,710 20,184 3,319 7,542 6,614 TTT 1,204 (2,738) 5,212 
- - 2,000 4,000 4,000 4,000 4,000 4,000 3000 
- - - 2h9 2h9 249 ekg eho ekg 
25 25 25 25 25 25 25 25 25 
= = 3,575 275 = = = = = 
- - 400 822 781 THO 699 658 617 
- - 2,666 2,574 2,482 2,390 2,298 2,206 2,114 
= = 1,379 Sie SHS) 1,379 USS) 1,379 1,379 
252 252 252 252 252 252 252 252 252 
8,336 362 362 362 362 362 362 362 362 
15,421 4 092 154 253,431 246 858 245 , B41 2he 584 238 296 2367 
$ - $ - $ 45,000 $144,000 $144,000 $144 000 $140,820 $134,460 $128 ,100 
- - 60,000 60,000 60,000 60,000 60,000 60,000 60,000 
- 38,000 - - - - - - - 
1,928 1,928 4,928 4,928 4,928 4,928 4928 4928 4,928 
13,483 13,483 40,483 40,483 40,483 40,483 40,483 40,483 40,483 
- 671 2,304 1,578 (4,995) (6,012) (6,089) (4,017) 800 
15,411 54,082 152,715 250,989 ahh 416 243,399 240,142 235,854 234,311 
“10 “10 1,682 2 bo 2 uo 2 uke 2 uke 2 be 2 uke 
15 421 4 0 154 253,431 246 858 245,841 242 584 238 , 296 236 
57.37% 58.91% 59.16% 58.644 57.01% 54.67% 
23.91 24.55 2h 65 24.99 25.44 25.61 
18.72 16.54 16.19 16.37 17.55 19.72 
100. 100.0 100. 100. 100.01 100.0 
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Stand-by Fee Re Sale of Bonds 


Total (19 thru, 22) 


* Preliminary survey and engineering studies, and 
construction management contract advances. 


Schedule 1 
Pian Jvand 
Plan 2 
TRANS-CANADA PIPE LINES LIMITED 
Estimated Construction Cost Details 
Alberta-Saskatchewan Border To Winnipeg (586 Mi. - 34") 
Main Line, Laterals and Miscellaneous 
Land and Land Rights Soe ioe ol 
Main Line and Laterals 
Line Pipe (excluding duty) 42,932,483 
Other Pipeline Materials 3, 780, 944 
Aerial Crossings 
Measuring and Regulating Stations 160, 000 
Communications Equipment 87, 900 
Subtotal (3 thru 7) 46, 961, 327 
40% of Full Duty 2,033,063 
Full Sales Taxes 5,020,182 
Contingencies (5% of 8) 2,348, 06 
Subtotal (1 and 8 thru 11) 57,076, 400 
Pipline Installation 18, 761, 300 
Contingencies (5% of 13) 938, 064 
Subtotal (13 and 14) 19,699, 364 
Engineering and Supervision (5-1/2% of 8 and 13) 3,614,462 
Headquarters Facilities 136, 000 
Maintenance Facilities and Equipment 682, 000 
Subtotal (12, 15, 16, 17 and 18) 81, 208, 226 
Preliminary Construction Costs* 2, 369,589 
Gas for Cleaning and Purging 10,475 


756, 000 
$84, 344, 290 
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Schedule 2 
Plan.1l°and 
Plan 2 
TRANS-CANADA PIPE LINES LIMITED 
Estimated Construction Cost Details 
Winnipeg To Manitoba-Ontario Border (85 Mi. - 30") 
Main Line, Laterals and Miscellaneous 

1. Land and Land Rights $ 47,005 

2. Main Line and Laterals 

3. Line Pipe (excluding duty) 5,466,735 
4, Other Pipeline Materials 706, O79 
Ds Aerial Crossings 

6. Measuring and Regulating Stations 

f Communications Equipment 12; 15S 
8 Subtotal (3 thru 7) 6,185, 564 
9. 40% of Full Duty ANGELES 
10. Full Sales Taxes 493,270 
Ll, Contingencies (5% of 8) 309, 278 
ee Subtotal (1 and 8 thru 11) Tpeccjele 
vheia Pipeline Installation Dy 320 VO0 
iy Contingencies (5% of 13) 266, 250 
Ls. Subtotal (13 and 14) 5,591,250 
16. Engineering and Supervision (5-1/2% of 8 and 13) 633, 081 
17. Headquarters Facilities 20, 000 
18, Maintenance Facilities and Equipment 9, 000 
19, pubtoteal (12, 15,726; 947%and 18) 13,551, 544 
20, Preliminary Construction Costs* 270, 005 
21. Gas for Cleaning and Purging 1,410 
22. Stand-by Fee Re Sale of Bonds 110, 000 
eS, Total (19 thru 22) $13, 932, 958 


* Preliminary survey and engineering studies, and construction 


management contract advances, 
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Stand-by Fee Re Sale of Bonds 


Total (19 thru 22) 


* Preliminary survey and engineering studies, and 
construction management contract advances. 


schedule 3 
Planvivand 
Plan 2 
TRANS-CANADA PIPE LINES LIMITED 
Kstimated Construction Cost Details 
Kapuskasing To Toronto Junction (491 Mi. - 30") 
Main Line, Laterals And Miscellaneous 
Land and Land Rights $ 236,708 
Main Line and Laterals 
Line Pipe (excluding duty) 27, 697, 034 
Other Pipeline Materials 35 9D Loo 
Aerial Crossings 
Measuring and Regulating Stations 800, 000 
Communications Equipment 124, 900 
Subtotal (3 thru 7) SENG Ties 
40% of Full Duty 1,905,137 
Full Sales Taxes 2,003, 15a. 
Contingencies (5% of 8) 1,628, 676 
Subtotal (1 and 8 thru 11) 38, 307, 185 
Pipeline Installation 30, 920, 000 
Contingencies (5% of 13) 1,546, 000 
Subtotal (13 and 14) 32, 466, 000 
Engineering and Supervision (5-1/2% of 8 and 13) 3,492,145 
Headquarters Facilities 115, 000 
Maintenance Facilities and Equipment (2,000 
pubtotal(ie> 155 16, 17 and 18) Th, 952, 330 
Preliminary Construction Costs* 1, 556,502 
Gas for Cleaning and Purging 6,945 


6 OOO 
Sea 


4) «th Boet Boe foal 


oe a? Linn, old them 

: se} salt sat 

Jim satieql4 rwsds0 
tecot) LalieA - 


5 * ™ 7 
12 Sf iva 
_ . 


a Ps ref 
hemmer 24 yt ten ters a 
a > 


(5.4 Lomesutd F116 
‘ 
UGE J KT Le 7 
i] i 
ci, stan! sniisals 
(FL 7 |) astosaenatiiagd 
am » We ace aa ae \ 


t. 


17 fon notneet). oO! sat) 


* no ttouttace) yviadtmiler, » as 
Deed %o afat of aet ¥d-bosce 


ae 


Wis Vey~-ire vu 4! Cayr4 - 


* 


meget MOR OUT! amoe 


Exhibit 9 


OAN OW Fw hw 


* Preliminary survey and engineering studies, and 
construction management contract advances. 


Schedule 4 
Plan J- and. 
Plan 2 
TRANS-CANADA PIPE LINES LIMITED 
Estimated Construction Cost Details 
Toronto Junction To Sheridan (25 Mi. - 2k") 
Main Line, Laterals And Miscellaneous 
Land and Land Rights $ 39, 000 
Main Line and Laterals : 
Line Pipe (excluding duty) 862, 994. 
Other Pipeline Materials 162, O46 
Aerial Crossings 
Measuring and Regulating Stations 320, OOO 
Communications Equipment med Oe. 
Subtotal (3 thru 7) 1, 348, 790 
40% of Full Duty 48,957 
Full Sales Taxes 111, 344 
Contingencies (5% of 8) 67,440 
Subtotal (1 and 8 thru 11) 1761535 on 
Pipeline Installation 7O1, OOO 
Contingencies (5% of 13) 35,050 
Subtotal (13 and 14) 736, 050 
Engineering and Supervision (5-1/2% of 8 and 13) Hae ets 
Headquarters Facilities 
Maintenance Facilities and Equipment 
Subtotal (12, 15, 16, 17 and.18) 2,464, 319 
Preliminary Construction Costs* 
Gas for Cleaning and Purging 229 
Stand-by Fee Re Sale of Bonds 
Total (19 thru 22) $ 2,464,548 
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Total (19 thru 22) 


* Preliminary survey and engineering studies, and 
construction management contract advances. 


Schedule 5 
Plans land 
Plan 2 
TRANS-CANADA PIPE LINES LIMITED 
Estimated Construction Cost Details 
Toronto Junction To Montreal (310 Mi. - 20") 
Main Line, Laterals and Miscellaneous 
Land and Land Rights $ 374,000 
Main Line and Laterals 
Line Pipe (excluding duty) 8,920,012 
Other Pipeline Materials 1, 328, 374 
Aerial Crossings 
Measuring and Regulating Stations 1,280, 000 
Communications Equipment 46,500 
Subtotal (3 thru 7) 11,574, 886 
40% of Full Duty ATT, 443 
Full Sales Taxes 1,048,116 
Contingencies (5% of 8) 578, 744 
Subtotal (1 and 8 thru 11) 1, 053, 189 
Pipeline Installation (, 103, OOO 
Contingencies (5% of 13) 85,150 
Subtotal (13 and 14) 8, 088, 150 
Engineering and Supervision (5-1/2% of 8 and 13) 1, 060, 28} 
Headquarters Facilities (2, 000 
Maintenance Facilities and Equipment 61, 000 
Subtotal (12, 15, 16 17 and 18) BRIN Ge 
Preliminary Construction Costs* aReespaee ton 
Gas for Cleaning and Purging 1,948 
Stand-by Fee Re Sale of Bonds 401, 000 


$25,560,952 
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* Preliminary survey and engineering studies, and 
construction management contract advances, 


Schedule 6 
Plane and 
Plshal 
TRANS-CANADA PIPE LINES LIMITED 
Estimated Construction Cost Details 
Ottawa Lateral (40 Mi. - 12-3/k") 
Main Line, Laterals and Miscellaneous 
Land and Land Rights $7" 45000 
Main Line and Laterals 
Line Pipe (excluding duty) (1, O02 
Other Pipeline Materials 95,786 
Aerial Crossings 
Measuring and Regulating Stations (0, OOO 
Communications Equipment 6, 000 
Subtotal (3 thru 7) 882, 788 
40% of Full Duty 37,546 
Full Sales Taxes 76, 820 
Contingencies (5% of 8) 4h 139 
Subtotal (1 and 8 thru 11) 1, 086, 293 
Pipeline Installation 762, 000 
Contingencies (5% of 13) 38, 100 
Subtotal (13 and 14) 00, 100 
Engineering and Supervision (5-1/2% of 8 and 13) 90,463 
Headquarters Facilities 
Maintenance Facilities and Equipment 
subtotal (12, 15, 16, 17 and 18) 1, 976, 856 
Preliminary Construction Costs* dO OWL 
Gas for Cleaning and Purging Alte 
Stand-by Fee Re Sale of Bonds 
ocala PoeLhra. 22) $2,087, O42 
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pehedule 7 
TRANS-CANADA PIPE LINES LIMITED 
Estimated Construction Cost Details 
Emerson Lateral Line 
Main Line, Laterals And Miscellaneous 
Land and Land Rights $ 1,600 
Main Line and Laterals 

Line Pipe (excluding duty) 1,706, 400 
Other Pipeline Materials la. (QO 

Aerial Crossings = 
Measuring and Regulating Stations 90, OOO 
Communications Equipment 7, 200 
Subtotal (3 thru 7) 1,976, 300 
40% of Full Duty 87, 200 
Full Sales Taxes 207, 200 
Contingencies (5% of 8) 98, 500 
Subtotal (1 and 8 thru 11) 2,410, 800 
Pipeline Installation 1,064, 000 
Contingencies (5% of 13) 53,200 
Subtotal (13 and 1) sa yzle6 
Engineering and Supervision (5-1/2% of 8 and 13) 166, 800 

Headquarters Facilities ~ 

Maintenance Facilities and Equipment = 
pubrotale(i2, 15, 16, lyeand 18) 3,694, 800 
Preliminary Construction Costs* 1 ye 
Gas for Cleaning and Purging 443 

Stand-by Fee Re Sale of Bonds = 
oped @loethrn 2.) $3, 846, 448 


* Preliminary survey and engineering studies, and 
construction management contract advances. 


Exhibit 9 
Schedule 8 
Sheet 1 of 2 
Plan 1 and 
Plan 2 
TRANS-CANADA PIPE LINES LIMITED 


ESTIMATED CONSTRUCTION COST DETAILS - COMPRESSOR STATIONS ($000' ) 
ESTIMATED SCHEDULE OF CONSTRUCTION 


PLAN 1 AND PLAN 2 


Station Type Of 1957 1958 1959 1960 ee OC a eee a 62 
No. Compressors U HP Cost U HP Cost U HP Cost uU HP Cost us HP Cost u HP Cost 
al Reciprocating al 2,500N fo) Me} al 2,500E 889 1 2,500E 889 
2 Centrifugal 1 T,600N 3,607 i 7, 600E 2, 70C 
4 Centrifugal ab 7,600N 3, 607 i 7, 6008 2,700 
6 Centrifugal 1 7, 600N 3,607 al T, 600E 2,700 
8 Centrifugal a 7, 600N 3,531 al 7, 600E 2,639 
10 Reciprocating 2 2,500N 2,169 1 2,500E 869 1 2,500B 869 
16 Reciprocating 2 2,500N 2,169 al 2,500E 869 1 2,500E 869 
ay, Reciprocating 2 2,500N 2,169 1 2,500E 869 1 2,500E 869 
18 Reciprocating 2 2,500N 869 1 2,500E 869 
19 Reciprocating 2 2,000N 1,743 
Total Cost 5,776 6,725 3,038 13,339 5,307 8,835 
Total HP installed 
Centrifugal 7,600 7,600 - 22,800 7,600 15,200 
Reciprocating 5 000 7.500 1.500 9,000 10,000 10,000 
Total 12,600 15,100 7,500 31,800 17,600 25,200 
Total accumulated 27, 700 35,200 67,000 84,600 109,800 
U - Number of units 
HP - Horsepower installed, each unit 
N - New station 
E - Existing station 
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Schedule 8 
Sheet 2 of 2 
Plan 1 and 
Plan 2 
TRANS-CANADA PIPE LINES LIMITED 
ESTIMATED CONSTRUCTION COST DETAILS - COMPRESSOR STATIONS 000 ' 
COST FOR NEW AND EXISTING STATIONS WITH 1 OR MORE UNITS 
PLAN 1 AND PLAN 2 
2,500 HP Reciprocating Units 2 - 2,000 HP 1,600 HP Centrifugal Unit 
Installed in Reciprocating Units 
Installed in New Station Existing Station Installed in Installed in Installed in 
1 Unit 2 Units 3 Units 1 Unit New Station New Station Existing Station 
Labor and Material 700 1,700 2,438 700 1,360 2,797 2,128 
40% of Full Duty 35 85 120 35 68 yy 106 
Full Dominion Sales Tax 60 145 203 60 116 236 182 
Contingencies (5% of 80% of 1) 28 68 og 28 5h 112 85 
Engineering and Supervision (6-1/2% of 1) 46 111 158 46 85 182 138 
Housing Equity 60 60 60 == 60 60 - 
Subtotal (1 thru 6) 929 2,169 3,076 869 1,743 Shponk 2,639 


Saskatchewan Sales Tax 
(Where applicable - 3% Rate) 20 - - _20 - 76 61 


Total (7 and 8) 9h9 2,169 3,076 889 1,743 3,607 2,700 
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Schedule 9 
Plan 1 and 
Plan 2 
TRANS-CANADA PIPE LINES LIMITED 
ESTIMATED CONSTRUCTION COST SUMMARY OF CROWN CORPORATION SECTION OF PIPELINE 
PLAN 1 AND PLAN 2 
Construction Year Ending October 31 
Subtotal 
1956 1957 1958 Thru_1958 1959 1960 1961 1962 Total 
(See Note) 
Manitoba-Ontario Border to Kapuskasing (310 Mi. - 30") (365 Mi. - 30") 
Construction Costs - Direct 
Main Line $ > $55, 377, 054 $61,975,279 $117, 352, 333 $ i $ ze $ z= $ - $117, 352, 333 
Preliminary survey and engineering studies 
and construction management contract advances 2,144,159 - - 2,144,159 - - - - 2,144,159 
Cost of gas for cleaning and purging - 4 367 5,141 9,508 - - - - 9,508 
Total Main Line 2,144,159 55, 381, 421 61, 980, 420 119,506, 000 - - - - 119, 506, 000 
Compressor Stations and Housing - - 2,169, 000 2,169, 000 2,169, 000 6,114, 000 4,814, 000 4 345, 000 19,611, 000 
Total Direct Costs 2, 1441 81, 427 $64,149, 420 121,675,000 2,169,000 6,114, 000 4 814, 000 4 345, 000 139, 117, 000 
Interest during construction 
Main Line $ 37,523 $ 559,633 TS $ 290 156 $ = $ = $ 5 $ = $ 597,156 
= S 1 96 


Compressor Stations and Housing 
Total Interest during construction 


Total Construction Costs 
Main Line $2,181, — $55, a O54 ae 980, ae Hee, aS Be $ - $ - $ - $ - $120, 103, 156 
Compressor Stations and Housing ue 9 9 19, 782.596 
Total Construction Costs 


Period of Construction (5/1-10/31) (5/1-10/31) (5/1-10/31) (5/1-10/31) (5/1-10/31) (5/1-10/31) (5/1-10/31) 


Interest during construction @ 3-1/2% per annum 
based on average of direct construction costs 
during period of construction (1956 on Pre- 
liminary survey costs based on full 6 
months - 1.75%) 


Main Line - Current Year - % (1.75) (.875) 
- Amount $ 37,523 $ 484,587 $ $ 522,110 $ - $ - $ - $ - $ 522,110 
Main Line - Prior Years - % (3.5) 
- Amount 75, O46 75, O46 75, O46 
Compressor Stations and Housing - % (.875) (.875) (.875) (.875) (.875) (.875) 
- Amount 18 8,979 hoz 8 


Total Interest During Construction 


Note: Represents the estimated total cost to complete the Crown Corporation Section of the pipeline and the compression 
equipment required to be installed on such section to permit the pipeline to operate at its initially designed capacity. 
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Exhibit 9 
Sehedule 10 
Sheet 1 of 2 


Plan 1 and 
Plans 
TRANS-CANADA PIPE LINES LIMITED 
Estimated Construction Cost Details 
Crown Corporation Section-Manitoba-Ontario Border to Kapuskasing (675 Mi. - 30") 
Main Line, Laterals And Miscellaneous 

1, Land and Land Rights $ 329,675 
2. Main Line and Laterals 

3. Line Pipe (excluding duty) 4O, 515, 156 
h, Other Pipeline Materials 12,547,479 
oe Aerial Crossings Ie 70, 000 
6. Measuring and Regulating Stations 1,100, 000 
le Communications Equipment 

8, Subtotal (3 thru 7) 55,412,635 
9. 40% of Full Duty ilar Ue sete 
ite). Full Sales Taxes 4,615,716 
1, Contingencies (5% of 8) 2,770, 626 
2; Subtotal (1 and 8 thru 11) 6). 863, 188 
kee Pipeline Installation 43,890, 000 
14, Contingencies (5% of 13) 2,194,500 
sy Subtotal (13 and 14) 16, 084, 500 
16, Engineering and Supervision (5-1/2% of 8 and 13) 5,461,645 
17. Headquarters Facilities 157, 000 
18. Maintenance Facilities and Equipment 786, 000 
19. pubLOLaI (te el>eelo, 17 and 18) BLN OS Chi ed Siac: 
20. Preliminary Construction Costs* 2,144,159 
21. Gas for Cleaning and Purging 9,508 
22. Stand-by Fee Re Sale of Bonds 
ah Total (19 thru 22) $119, 506, 000 


* Preliminary survey and engineering studies, and 
construction management contract advances. 
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ESTIMATED CONSTRUCTION COST DETATLS 


TRANS-CANADA PIPE LINES LIMITED 


- COMPRESSOR STATIONS 


000' 


CROWN CORPORATION SECTION - MANITOBA-ONTARTIO BORDER TO KAPUSKASING 


Station 


No. 


1 
12 
13 
14 


15 


PLAN 1 AND PLAN 2 


Type Of 1958 


Compressors U HP 
Reciprocating 
Reciprocating 
Reciprocating 
Reciprocating 2 2,500N 
Reciprocating 
Total Cost 
Total HP installed 5,000 
Total HP accumlated 
Number of units 
Horsepower installed, each unit 


New Station 
- Existing station 


aalhe 
' 


Labor and Material 

40% of Full Duties 

Full Dominion Sales Tax 

Contingencies (5% of 80% of 1) 
Engineering and Supervision (6-1/2% of 1) 
Housing Equity 


Total (1 thru 6) 


2,169 


2,169 


Cost For New And Existing Stations With 1 Or More Units 


Estimated Schedule Of Construction 


1960 
U EP Cost 


ee ee 
U HP Cost 
2 2,500N 2,169 
2,169 
5,000 
10,000 


2,500E 


2,500N 


2,500N 


15,000 


25,000 


2,500 HP Reciprocating Units 


Installed in 
New Station 
2 Units 


3 Units 


Installed in 


Existing Station 
1 Unit 


869 
3,076 


2,169 
6,114 


1961 
u HP Cost 
3 2,500N 3,076 
aL 2,500 869 
1 2,500E __ 869 
4,814 
12,500 
37,500 
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Schedule 10 
Sheet 2 of 2 
Plan 1 and 
Plan 2 
1962 
uU He Cost 
1 2,500E 869 
1 2,500E 869 
a 2,500E 869 
1 2,500E 869 
aL 2,500E 869 
4, 345 
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THIS AGREEMENT made the 2lst day of November 1955. 


BETWEEN : FO DH .,. "CDH 
"NET" "NET" 
"aADN" "A DN ih 


Her Majesty the Queen in right of 
Canada, (hereinafter called the 
"Government of Canada"), represented 
by the Minister of Trade and Commerce, 
(hereinafter called "the Minister"), 
PARTY OF THE FIRST PART, 
- and - 

TRANS-CANADA PIPE LINES LIMITED, a 
body corporate with head office in 
the City of Calgary, Province of 
Alberta, duly incorporated by Act 
of Parliament, Chapter 92, Statutes 
of Canada 1951 (hereinafter called 
"Trans-Canada"), 


PARTY OF THE SECOND PART. 


WHEREAS Trans-Canada has been authorized by the Board of Transport 
Commissioners for Canada to construct an all-Canadian natural gas pipe line, 
currently estimated to cost approximately $375 million, from a point on the 
Alberta-Saskatchewan border eastward through the Provinces of Saskatchewan, 
pet abe Ontario and to the City of Montreal in the Province of Quebec, 
with connections to serve cities and communities within economic reach of 


the said pipe line; 


AND WHEREAS the Government of Canada favours the construction of the 
said pipe line in the national interest and to that end is prepared to 
recommend to Parliament that a Crown Corporation of the Government of 


Canada be established and financed to construct a section (hereinafter 
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Page 2 of 12 


called “the Northern Ontario section") of the said all-Canadian pipe line 
commencing at the Ontario-Manitoba border and extending eastward through 
Northern Ontario to a point at or near the Town of Kapuskasing, Ontario 

and that the Northern Ontario section be leased to Trans-Canadafor a period 


of 25 years and on the terms as hereinafter set forth; 


AND WHEREAS Trans-Canada has carried on engineering studies, market 
surveys, contract negotiations,and has taken options to acquire right-of-way 
for the major portion of the Trans-Canada all-Canadian pipe line, and has 
constructed a 20-inch pipe line from the Niagara River to Sheridan in the 


Vicinity of Toronto, Ontario; 


AND WHEREAS Trans-Canada proposes to construct between October lst, 
1955 and November lst, 1956 a 34-inch pipe line from a point on the Alberta- 
Saskatchewan border to the vicinity of Winnipeg, Manitoba, with a lateral 
line from the vicinity of Winnipeg to Emerson, Manitoba, and a 24-inch pipe 
line from Sheridan to Brooklin, Ontario, and a 20-inch line from Brooklin to 
Ste. Anne de Bellevue in the vicinity of Montreal, Quebec, with a lateral 


from Morrisburg to the vicinity of Ottawa, Ontario; 


AND WHEREAS Trans-Canada proposes to construct between October lst, 
1955 and November 1st, 1957 a 30-inch pipe line from the vicinity of Winnipeg, 
Manitoba to the Manitoba-Ontario border, and from the vicinity of Kapuskasing, 


Ontario to Brooklin, Ontario; 


AND WHEREAS Trans-Canada proposes to arrange for financing of all 
its costs and commitments in connection with the said program of construction 


prior to May lst, 1956; 
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NOW THEREFORE THIS AGREEMENT WITNESSETH 


is Trans-Canada will diligently take steps to secure all necessary 
governmental permits, financing, materials ahd supplies for and, having obtain- 
ed same, will carry out the aforesaid program of construction and particularly 
. Will cause to be constructed in conjunction with the construction of the said 
Northern Ontario section of the said all-Canadian pipe line the portions thereof 
from the vicinity of Winnipeg, Manitoba to the Manitoba-Ontario border, and from 
the vicinity of Kapuskasing, Ontario to Brooklin, Ontario, so that all portions 
of the said pipe line to be constructed by Trans-Canada will be ready for opera- 


tion at the time of completion of the Northern Ontario section. 


mee The Government of Canada will recommend to Parliament that a Crown 
Corporation of the Government of Canada be established and that funds be 
provided to such Crown Corporation to enable it in due course and in conjunction 
with the building of the said all-Canadian pipe line to acquire the necessary 
right-of-way and to construct thereon the Northern Ontario section of the said 


all-Canadian pipe line. 


or If evidence satisfactory to the Government of Canada is presented by 
Trans-Canada before May lst, 1956 that it has arranged for financing of all the 
costs and commitments in connection with the said program of construction, the 
Government of Canada will cause the said Crown Corporation to acquire the said 
right-of-way and construct thereon a natural gas pipe line of the size and 
specifications laid down by order of the Board of Transport Commissioners for 
Canada under which Trans-Canada is authorized to construct the said all-Canadian 


pipe line. The said Northern Ontario section shall commence at the Ontario-Manitoba 
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border west of Kenora, Ontario, thence to Port Arthur and Fort William, Ontario, 
PHence LO Grin the; yicinlly OL Nipigon, Ontario, thence to the vicinity of 
Geraldton, Hearst and Kapuskasing in the Province of Ontario, being a distance 

of approximately 675 miles and costing a currently estimated total of $117,633,000. 
The said pipe line shall consist of 30-inch diameter pipe of 3/8-inch wall 
thickness and initially shall be equipped with pressure capacity capable of 
transmitting approximately 300 million cubic feet of gas per day and designed to 
have its capacity increased to 530 million cubic feet per day by installing 
additional compression facilities. The engineering and design of the facilities 
included in the said Northern Ontario section and the standards of construction 
and workmanship shall be in accordance with the design and construction standards 
specified by the engineering firm responsible to Trans-Canada for such matters 


for the whole all-Canadian pipe line. 


ty In the carrying out of their respective undertakings hereunder, 
Trans-Canada and the said Crown Corporation shall co-operate in every respect 
to the end that (a) the said all-Canadian pipe line shall be completed as one 
integrated meoeece on the most economical basis from the point of view both of 
costs of construction and operation, and (b) the construction of the Northern 
Onveario section and the installation of the facilities are properly carried out 


to meet the designs, plans and specifications thereof. 


pee After completion of constriction of the Northern Ontario section, the 
Crown Corporation will install and bear the cost of additionalintegral parts 
of the pipe line, including additional compression facilities, if required by 


increased gas demand east of the Manitoba-Ontario border, without, however, 
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being required to build any additional pipe line or looping of the Northern 


Ontario section or sales laterals therefrom. 


6. The Crown Corporation will retain title to the Northern Ontario 
section and will enter into a lease thereof to Trans-Canada substantially on 


the following terms: 


(a) The lease shall be for a period of 25 years from the 


completion of construction; 


(b) The lessee will, during the term of the lease 
(i) at its own cost and expense operate and maintain the 
Northern Ontario section so as to make the maximum 
practical use thereof having regard to gas demand 


east of the Manitoba-Ontario border; 


(ii) pay local and municipal taxes and assessments; 

(a1) pay to the Crown Corporation a monthly rental equal 
to the number of Mcf. of natural gas actually 
transmitted by the Northern Ontario section in the 
preceding month multiplied by the transportation 
cost per Mcf. as hereinafter provided. The said 
transportation cost shall be that amount per Mcf. 
which, if the line were operated for one year at 2/3 
of initially designed capacity, would yield an amount 
in that year equal to 4-1/2 per cent of the capital 


cost to the Crown Corporation of the Northern Ontario 


oy) ia 


. coe pita? a Be 


¥ 
al a an 78 


tal voles <0 aokiqee, 6 


ae 


)-awerd ofl 
| 


a? ytre Ti tw bee ROL 


wi 


hb o¥ Gay ae barat sate at feu fa 
thie = Pie 


6 wal beta pe oe OID ons Oa ROS. a hy) 
Le 7 - 
ae) ae 


(iv) 


Exhibit 10 
Page 6 of 12 


section as constructed at its initially designed 
capacity. In calculating the said capital cost, 
there shall be included, in addition to all costs 
of materials, supplies, right-of-way, installation 
or other costs incurred in the construction of the 
section, interest costs and all other expenses of 


the Crown Corporation during construction; 


commencing in the fourth full calendar year of the 
Lemmon Wenewtease ss and Tor each calendar year there- 
after, pay to the Crown Corporation by way of 
additional rental the amount by which in such 

calendar year the revenues of Trans-Canada exceed 

its operation expenses, (including its costs of 
operating and maintaining the Northern Ontario 

section as required under the terms of this Agreement), 
interest on bonds, debentures and other outstanding 
debts and obligations, and depreciation at 3-1/2 per scene 
of the cost of its depreciable. assets, such additional 
rental not to exceed in any event 1 per cent of the 
said capital cost of the Northern Ontario section and 
to be payable only to the extent necessary to bring 

the accumulated total of rental payments under sub- 
paragraphs (iii) and(iv) hereof to an amount equal 

to 7 per cent per annum of the total capital cost from 


time to time of the Northern Ontario section together 
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with interest accumulated at 3-1/2 per cent per annum 
compounded annually on the net deficiencies below 7 


per cent per annum of any preceding period; 


(v) make such repairs and replacements as may be required 
to maintain the Northern Ontario section in proper 


operating condition; 


(vi) be responsible for any loss of or damage to any 
part of the Northern Ontario section and will 
carry insurance in favour of the Crown Corporation 
and itself in respect of such parts thereof as 
would be covered by insurance if it were the owner 
of the Northern Ontario section in such amounts as 


may be agreed upon between the parties; 


(vii) be responsible for any loss of or damage to 
DrOvpercy OL others, injury to persons or infringe- 
ments of any rights arising from or occasioned by 
the operation of the Northern Ontario section and 
will indemnify and save harmless the Crown Corporation 


from any and all such claims. 


(c) Such other terms as may be mutually agreed upon for the carrying 


out of the intent and purpose of this Agreement. 


fee It is understood and agreed by the parties hereto that Trans-Canada 


Shall purchase the Northern Ontario section from the Crown Corporation as soon 
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as it can arrange the necessary finances. Trans-Canada may elect to purchase 
the Northern Ontario section from the Crown Corporation at any time during 

the term of the lease by giving written notice to the Crown Corporation at 
least three months prior to the date when the sale is to be completed. The 
Crown Corporation will, following receipt of such notice, sell to Trans-Canada. 
all facilities and assets comprised in the Northern Ontario section of pipe 
line as of such date at a price equal to the total capital cost of the Northern 
Ontario section as of the date of sale, minus all payments ders scbveraaTanne 
(iii) and (iv) of paragraph (b) of section 6 hereof which are in excess of the 
amount necessary to give the Crown Corporation from the date of completion of 
construction an annual return of 3-1/2 per cent on its invested capital and 
outstanding capital obligations, presuming that the Crown Corporation has 
applied semi-annually to retirement of its invested capital and outstanding 


capital obligations all funds received by it in excess of said return. 


8. Notwithstanding the provisions of section 7, Trans-Canada shall not 
be entitled hereunder to elect to purchase nor shall the Crown Corporation 
be obligated hereunder at any time to sell the assets and facilities 


comprised in the Northern Ontario section: 


(a) before the Crown Corporation has received, from the date 
of completion of construction, an annual return of 3-1/2 per 
cent on its invested capital and outstanding capital 


obligations as hereinbefore set out; or 


(b) at a price less than (1) the amortized capital cost of 


the Northern Ontario section which shall be determined 
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by applying, from the date of completion of construction, 


to the total capital cost from time to time amortization 


at the rate of 3-1/2 per cent per annum plus interest thereon 


compounded annually at 3-1/2 pereceny, per annum, Or Cer 


per cent of the capital cost of the Northern Ontario 


section at its initially designed capacity as defined in 


subparagraph (iii) of paragraph (b) of section 6, whichever 


is the higher amount. 


9. For the purposes of sections 6, 7 and 8, 


(a) if the date as of which the sale is to be completed does 


not coincide with any anniversary of the date of completion 


of construction, interest as expressed in the form of 


annual return, amortization and interest thereon shall, 


for the purpose of making the calculations for the lease 


year then current, be deemed to accrue from day to day; and 


(b) the toal capital cost of the Northern Ontario section means 


(aly 


(ii) 


the capital cost of the section as constructed at its 
initially designed capacity as defined in subparagraph 


(iii) of paragraph (b) of section 6, plus 


the cost of additions thereto, such cost to include, 
in addition to all costs of materials, supplies, land, 
installation or other costs incurred in the 


construction of such additions, interest during 
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construction at 3-1/2 per cent per annum and all 
expenses of the Crown Corporation that are 


properly attributable to such construction. 


BO) 6 This Agreement shall be binding upon and enure to the benefit of the 
successors and assigns of Trans-Canada, but no assignment of this Agreement 

or of any of the rights or obligations hereunder shall be made by Trans- 
Canada without first obtaining the written consent of the Minister, and 

in the event of any such consent being given, Trans-Canada shall not be 
relieved of any of its obligations hereunder; provided, however, that Trans- 
Canada, without such consent, shall have the right to mortgage, hypothecate, 
charge or pledge any or all of its rights hereunder to secure any indebted- 
ness, and no such consent shall be required to permit any person holding 

such mortgage, hypothec, charge or pledge from enforcing such security 


under the terms of any trust deed or other instrument. 


IN WITNESS WHEREOF the Minister of Trade and Commerce has hereunto 
set his hand and the seal of the Department of Trade and Commerce on behalf 
of Her Majesty the Queen in right of Canada and Trans-Canada Pipe Lines 
Pimited has caused its seal to be hereto affixed and this Agreement to be 
signed by its proper officers in that behalf. 


SIGNED AND SHALED ON BEHALF OF HER 
MAJESTY THE QUEEN IN RIGHT OF CANADA 


Ss C. D. Howe 
MINISTER OF TRADE AND COMMERCE 


(SEAL ) 
SIGNED AND SEALED ON BEHALF OF TRANS- 
CANADA PIPE LINES LIMITED 


[s/ N.» E. Tanner 


President 


/s/ A. D. Nesbitt 


Secretary 
(SEAL ) 
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THIS AGREEMENT made the 26th day of April, 1956. 


BETWEEN : 
HER MAJESTY THE QUEEN IN RIGHT 
OF CANADA (hereinafter called the 
"Government of Canada"); represented 
by the Minister of Trade and Commerce, 
PARTY OF THE FIRST PART 
- and - 
TRANS-CANADA PIPE LINES LIMITED, 
a body corporate with head office in the 
City of Calgary, Province of Alberta, 
duly incorporated by Act of Parliament, 
Chapter 92, Statutes of Canada 1951, 


(hereinafter called "Trans-Canada"), 


PARTY OF THE SECOND PART 


WHEREAS the Government of Canada and Trans-Canada entered into an Agree- 
ment, dated the 2lst day of November, 1955, setting forth the proposed undertakings 
by each with respect to an all-Canadian natural gas pipe line as more particular- 


ly described in the said Agreement ; 


AND WHEREAS the said Agreement prescribes May lst, 1956, as the date 
before which Trans-Canada shall present evidence satisfactory to the Government 
of Canada that Trans-Canada has arranged for financing of all the costgand com- 


mitments in connection with its program of construction of the said pipe line; 


AND WHEREAS Trans-Canada will not, prior to May 1st, 1956, be able to 
arrange for the said financing but now proposes to arrange therefor prior to 


November lst, 1956; 


2 re | ae ; ‘ ¥ oe er tii 
Vien yttagn See dPOS ect See VEMRLM, SET 
| EEE 

reggae aerig DeT TRESCAM See 

ee Gea ee Fler «asi ) AAR an 


pre ee aa Te sae | 
Le 
orice) bee malt! “ia reralayet of 4 od 
- _ o ir! 7 le 
ina Cawtet oc? OR 7 a 
_ : ! (=. 


er Pai IN MASE’ 
(20) =i) Gea fl.w evnoproT Ya @ 


wes mae iA el Se 2a fat _ (4 iy) 
jamen f= 0t Whee @) ire. wrresnl wis 1 oa 
Jel aie We seivtass .& 1 dail) 
‘wt aie De a 1etlagie ted) 
Faye CRD oo Wee A 


1 


: a liv @lihigh> scat beailePe@ue) 30° dtemigege i GARAW ye y= 


: (cael 
wean) not (Ne pi eee Ot , ete nl ae web 288 Bg Sore ee 


S47 GA) Up caht...e aay anbteaait~LL8. Ba Wh Poedaes na tw Rit Ye of 


jog Abas Cady ot hed tran 


. rae (ee chet (ere neeorcrd bleep whe RW OFA : i 
Respect) VdS Ge a »e be D2 on Rgieeu Panne, et) ab anal ponent a5hcdv 
ane Sikates) wh Cla. 4e swarmuid P 9 Ssauwit—@ ma) shana niet AF woeaed 


intl, tate size oy & egtaner stab a gaye: eal? éety adieosawen at 


pes hel ink aot ol aon LE dy abo -acgeel NSRIRM RA 
| skisetar 322 rine anaes oe 


S . peiniviit a ~ 
cae 
aks a 0 et ay 

7 : 2 


+ 


Exhibit 10 
rage P2602 12 


AND WHEREAS the Board of Transport Commissioners for Canada and the 
Petroleum and Natural Gas Conservation Board of Alberta have, respectively, ex- 
tended to November lst, 1956, the period within which Trans-Canada shall satisfy 


each Board that arrangements for financing the said pipe line have been completed; 


AND WHEREAS it is desirable that the said Agreement, dated the 2lst day 
of November, 1955, be amended to provide for an extension similar in duration to 
the extension granted by the Board of Transport Commissioners for Canada and the 


Petroleum and Natural Gas Conservation Board of Alberta; 
NOW THEREFORE THIS AGREEMENT WITNESSETH: 


That the Agreement between the Government of Canada and Trans-Canada, 
dated the 2lst day of November, 1955, is amended by substituting the date 
"November 1st, 1956" for the date "May Ist, 1956" in Clause 3 of the said 


Agreement. 


IN WITNESS WHEREOF the Minister of Trade and Commerce has hereunto 
set his hand acd the seal of the Department of Trade and Commerce on behalf of 
Her Majesty the Queen in right of Canada and Trans-Canada Pipe Lines Limited 
has caused its seal to be hereto affixed and this Agreement to be signed by its 


proper officers in that behalf. 


SIGNED AND SEALED ON BEHALF 
OF HER MAJESTY THE QUEEN IN 
RIGHT OF CANADA 

Seal 


TC aD. LOWS! 
MINISTER OF TRADE AND COMMERCE 


SIGNED AND SEALED ON BEHALF OF 
TRANS-CANADA PIPE LINES LIMITED 


NN. EB. Tanner” 
PRESIDENT 
c/s 
"J. Ross Tolmie” 
DIRECTOR 
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THIS AGREEMENT made the 8th day of May, 1956. 
BETWEEN 


Her Majesty the Queen in right of Canada 
(hereinafter called the "Government of 
Canada"), represented by the Minister of 
Trade and Commerce, 

PARTY OF THE FIRST PART 

rales = 

TRANS-CANADA PIPE LINES LIMITED, a body 
corporate with head office in the City of 
Calgary, Province of Alberta, duly in- 
corporated by Act of Parliament, Chapter 
92, Statutes of Canada 1951 (hereinafter 


called "Trans-Canada"), 


PARTY OF THE SECOND PART. 


WHEREAS the Government of Canada and Trans-Canada entered into an agree- 
ment dated the 2lst day of November, 1955, as amended the 26th day of April, 1956, 
setting forth the proposed undertakings by each with respect to an all-Canadian 


natural gas pipe line, as more particularly described in the said agreement ; 


AND WHEREAS, although it has not yet been able to arrange for financing 
of its complete construction programme, Trans-Canada has, in addition to options 
to acquire rights-of-way for the major portion of the all-Canadian pipe dine, 
an option to purchase 34-inch diameter pipe sufficient to build the Western 


Section of the all-Canadian pipe line, which pipe is scheduled for delivery in 


1956; 


AND WHEREAS it is in the public interest that the Western Section of 
the all-Canadian pipe line should be constructed in 1956 and the Government of 


Canada should for this purpose make a temporary loan to Trans-Canada; 
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NOW THEREFORE THIS AGREEMENT WITNESSETH 


Trans-Canada undertakes, subject to securing the necessary leave from the 
Board of Transport Commissioners for Canada and provided that it receives 
written notice delivered to Messrs, Herridge, Tolmie, Gray meCoyuess: Piair, 
Solicitors for Trans-Canada, at their offices at 77 Metcalfe Street, Ottawa, 
Ontario, on or before June 7, 1956 that the loans hereinafter referred to 
have been authorized, and can be made as hereinafter provided, to construct 

a 34-inch diameter natural gas pipe line from a point at or near the Alberta- 
Saskatchewan border to or in the vicinity of Winnipeg, more particularly 
described in section 3, (hereinafter called "the Western Section") being 
part of the all-Canadian natural gas pipe line and to complete the Western 


Section on or before December 31, 1956. 


The Government of Canada will recommend to Parliament that loans be authorized 
to be made to Trans-Canada in an amount up to 90 per cent of the cost,of the 
Western Section, secured by a first mortgage, pledge or charge or floating 
charge on all the assets, rights and undertakings both present and. future 


acquired, of Trans-Canada, 


The Western Section shall be a natural gas pipe line commencing at or near 
the Alberta-Saskatchewan border at a point easterly from Princess, Alberta, 
thence to or in the vicinity of Regina, Saskatchewan, and thence to or in 

The, vicinity of Winnipeg, Manitoba, and all integral parts, works and facili- 
tLLlesapheandss, 1 property, both real and personal, connected with the said 


natural gas pipe line, but not including any natural gas pipe line extending 


ave eo: bie hns! sh harnsd=< h , . 


i] 


Nog pee fT tea reaot ] 


eS 
wD, on L(On raed: ae 


vado*ntanlin atts sai 
f 


‘Sinboty aiz at par 
owned soe iantW ve. 


a a) 


mee, Alte Aeaget e008 rnin ue 
— . tal f re “9 init pees 


iia 
>a te 


EXO Abe 
Paes 83 161 a) 


from the said pipe line to the United States border or to any other pipe line 
which extends to that border. The said pipe line shall be approximately 575 
miles in length and shall consist of 34-inch diameter pipe of 3/8-inch wall 
thickness and shall be designed to have an ultimate capacity of approximately 


720 million cubic feet per day by installing compression facilities. 


As security for the said loans, Trans-Canada undertakes to mortgage, charge 
or pledge to Northern Ontario Pipe Line Crown Corporation (hereinafter called 
"the Crown Company") as agent for Pihacee eee of Canada, by way of a 

ney tha 8 € fixed and specific mortgage, charge or pledge, all its present and 
future real property and interests therein, machinery, equipment and other 
such assets, pipe wheresoever situate and all its shares in any subsidiary 
company, and by way of a first floating charge, all its other assets and 
rights, present and future, not specifically mortgaged, charged or pledged 
and its undertakings pursuant to an Indenture of Mortgage, (hereinafter 
called "the Indenture") in such form and to contain such terms and condi- 


tions as may be satisfactory to the Crown Company. 


The Indenture shall provide, inter alia, that, in the event of default there- 
under by Trans-Canada and upon the giving of notice thereof by the Crown 
Company to Trans-Canada, the Crown Company Shall, in addition to such other 
powers as may be necessary to deal with the assets, rights and undertakings 
of Trans-Canada, have power to take immediate possession and control of any 
or all such assets, rights and undertakings and to conduct the business and 
operations of Trans-Canada with respect thereto. Such notice of default 


shall be given to Trans-Canada as may be specified in the Indenture but the 
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Indenture shall not specify a period for giving such notice that is in excess 
of ninety days from the date upon which the Crown Company becomes aware of 


such default. 


Trans-Canada shall be in default hereunder, subject to any delay as may be 
occasioned by force majeure (defined to mean acts of God, strikes, lockouts 

or other labour or industrial disturbances, civil disturbances, arrests and 
Pestreru ls 1 romeulers and pecple, interruptions by eovernument or court 
orders, future valid orders of any regulatory body having jurisdiction, acts 
of the public enemy, wars, riots, sabotage, blockades, embargoes, insurrections, 
failure or inability to secure, materials or labour by reason of priority or 
similar regulations or orders of the government, epidemics, landslides, light- 
ning, earthquakes, fires, storms, floods, washouts or explosions, provided 
that such event shall be beyond the reasonable control of the party concerned 
and not due to its fault or negligence, but not to include any orders, rulings 
or actions, or absence thereof, by the Federal Power Commission of the United 
States of America, the Board of Transport Commissioners for Canada or the 
Petroleum and Natural Gas Conservation Board of Alberta or tribunals having 


Similar jurisdiction) if if fails: 


(a) to repay on or before April 2, 1957, the amounts to be repaid 


by it as described in section 10 of this agreement; 


(b) to carry out, with due diligence, the construction of the 


Western Section; 


(c) to complete the Western Section within the time specified 


in this agreement; or 


7 ie. 
TEi« 7 rer) ha : ; X eogs to } 


Feuctzab09 " 
so <<iotel roti 


; : ee 7" a poet ese larnt ant 


owt Y iene ay ley 


— , a = 4 — 
Se ae = ~ 
> 

- 

‘3 

+ 

} 

} 

ion. 


Hoineame “hh 


: > wheak = = T . aft 
A Dae whinesiy rerer IS, OR 7. 


4 (ge yori i é a tnt rg 


“y 


7 9 wath, 

| fs 

- « = 7 * 
apne natal 


ui: mt) - 
— _ 


@e Se, iva 


idp.dahil os iucua ale 
Pages >. oi 0 


(a) to carry out any other obligation specified in this agree- 


ment, 


7. Funds for the construction of the Western Section shall be provided as fol- 


lows: 


(a) Trans-Canada shall, before any loan is made to it by the 
Crown Company, expend $7,500,000 (less such amounts al- 
ready expended by it which the Crown Company may agree 
are properly auuributable to the construction of the 


Western Section) Wao mespect tovsuch ¢onstruction; 


(b) The next $67,500,000, to the extent required, shall be 
loaned by the Crown Company to Trans-Canada as herein- 


Bl Ler sprovideds 


(c) 90 per cent of the balance of the cost of construction 
Shall be loaned by the Crown Company to Trans-Canada as 
hereinafter provided until the total of all loans by the 
Crown Company pursuant to this section equals $80,000, 000 
and all additional funds required to complete construction 


of the Western Section shall be provided by Trans-Canada. 


8. Such loans shall be made by the Crown Company acting as agent of the Govern- 
ment of Canada to Trans-Canada from time to time as construction of the 
Western Section proceeds. Such loans are to be made on the basis of esti- 
mates of expenditures for the periods covered thereby as certified by 


Trans-Canada and approved by the Crown Company. Each such loan shall be 
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evidenced by a bond issued pursuant to and secured by the Indenture and shall 
bear interest at the rate of 5 per cent per annum from the date of such bond 


until repayment. 


The costs and expenses paid by the Crown Company in connection with the loans 
or any portion thereof and, without limiting the generality of the foregoing, 
including that portion of general overhead attributable under normal cost 
accounting procedures to the Crown Company's activities in regard to such 


loans, shall be paid by Trans-Canada. 


Trans-Canada undertakes to pay to the Crown Company on or before April Zs 
1957, an amount equal to the aggregate of all loans made to it by the Crown 
Company, plus the interest thereon as provided for in section 8 and the 
costs and expenses provided for in section 9. When Trans-Canada is not in 
default under this agreement, Trans-Canada shall have the right to pay the 
said amounts at any time before April 2, 1957 without penalty, premium or 
additional interest. Trans-Canada Shall, upon paying all the said amounts 
on or before April 2, 199{, be released from all liability under this agree- 


ment and shall be released forthwith from the Indenture. 


Except with the specific written consent of the Crown Company Trans-Canada 
undertakes and agrees that until the amounts provided for in section 10 
have been paid by Trans-Canada to the Crown Company, it will not create 
any other mortgage, pledge or charge on, or in any other way otherwise 


encumber any of its assets, rights or undertakings, present and future. 


Pursuant to the provisions of the statute in such case made and provided, 
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no member of the House of Commons of Canada shall be admitted to any share 


or) pars of “this,agreemony or *to) eny benerit to “arise therefrom, 


13. It is a condition of the making of any loans hereunder that the Crown Company 


be provided with a favourable opinion or opinions, upon such matters relat- 


ing to such loans as are required by the Crown Company, 


(a) by the solicitors for Trans-Canada and 


(b) by the solicitors for the Crown Company who may in giving 


Rieireopru70n Cr opinions rely “on “the opinion or ‘opinions 


of the solicitors for Trans-Canada. 


14, Trans-Canada represents, warrants and covenants that 


(a) 


(b) 


it shall upon the execution and delivery of this agreement 
use its best efforts to obtain as soon as possible all 
necessary permits and licences and orders or amendments 

or renewals thereof from all authorities and persons in- 
cluding the Board of Transport Commissioners for Canada 
and the Petroleum and Natural Gas Conservation Board of 
Alberta to enable it to proceed with the construction of 


the Western Section; 


it has options to purchase substantially all the pipe 
required for the Western Section and it shall exercise 
such options and do all other things necessary to ac- 
quire sufficient materials, equipment and machinery to 


construct the Western Section; 
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it has options to purchase or otherwise acquire easements 
and rights-of-way for substantially all the said pipe line 
and it will exercise all such options and do all other 
things necessary to enable it to construct the Western 


Sielaprnl alae 


it has entered into purchase contracts for substantially 
all the natural gas which it is permitted to export from 
the Province of Alberta and has obtained and is obtain- 
ing contracts for the sale of natural gas and that it 
Wil Use ite best efiorts to preserve, renew or extend 


such contracts; 


there are no proceedings pending, or so far as the officers 
of Trans-Canada know or by the exercise of reasonable dili- 
gence would have been able to ascertain, against Trans- 
Canada at law or in equity, ‘or by or before any governmental 
department, commission, board, agency or instrumentality 
which will substantially adversely affect its ability to 
perform its obligations hereunder and that Trans-Canada is 
not in default in respect of any order of any court or any 
governmental department, commission, board, agency or in- 


strumentality; and 


the execution and delivery of this agreement is, and the 
execution and delivery of the bonds and Indenture herein 


provided for will be, within its corporate authority, duly 
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authorized by proper corporate proceedings, and not in 
conflict with any provision of law, its incorporating 
act, by-laws or any rule, order or regulation of any 


public authority having jurisdiction over Trans-Canada. 


If Trans-Canada is not in default under this agreement or the Indenture, the 
Government of Canada undertakes to support the application of Trans-Canada 
to the Board of Transport Commissioners for Canada for an extension beyond 


November 1, 1956, of the permission set forth in the Board's Order No. 84220. 


Neither this agreement, nor any right or benefit thereunder, are assignable 


by Trans-Canada, except with the consent of the Government of Canada. 


Nothing contained in this agreement shall affect the operation of the agree— 
ment dated 2lst November, 1955, as amended on 26th April, 1956, between the 
Government of Canada and Trans-Canada relating to the Northern Ontario Section 
of the all-Canadian natural gas pipe line or the rights or obligations of the 


parties thereunder. 


IN WITNESS WHEREOF the Minister of Trade and Commerce has hereunto set 


his hand and the seal of the Department of Trade and Commerce on behalf of Her 


Majesty the Queen in right of Canada and Trans-Canada Pipe Lines Limited has 
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caused its seal to be hereto affixed and this agreement to be signed by its proper 


officers in that behalf. 


SIGNED AND SEALED ON BEHALF OF 
HER MAJESTY THE QUEEN IN RIGHT 
OF CANADA 

c/s 


"Cw De ewe. 
MINISTER OF TRADE AND COMMERCE 


SIGNED AND SEALED ON BEHALF OF 
TRANS-CANADA PIPE LINES LIMITED 


UN angen, 
PRESIDENT 
c/s 


"A. D, Nesbitt" 
SECRETARY 
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ORDER NO. 8.220 


THE BOARD OF TRANSPORT COMMISSIONERS FOR CANADA 


In the matter of the application of Trans-Canada Pipe Lines Limited and Western 
Pipe Lines, hereinafter called the "Applicants", under sections lOA, 11 
and le and other relevant sections of the Pipe Lines Act, for an Order 
granting leave to the Applicants to construct a pipe line, consisting of 
one or more lines of pipe, for the transportation of gas from a point on 
the Alberta-Saskatchewan border, east of the town of Princess in the Province 
of Alberta, through or in the vicinity of the cities of Moose Jaw and Regina 
in the Bee ane of Saskatchewan, through or in the vicinity of the cities 
of Brandon, Portage la Prairie and Winnipeg in the Province of Manitoba, 
through or in the vicinity of the towns or cities of Kenora, Fort Arthur, 
Fort William, Nipigon, Schrieber, Marathon, Hawk Junction, Chapleau, Sudbury, 
North Bay, Huntsville, Gravenhurst, Toronto, Oshawa, Port Hope, Trenton, 
Pellevilie, Kingston, Brockville, Morrisburg and Cornwall in the Province 
of Ontario, thence to the towns of Dorion and Ste. Anne de Bellevue and the 


City of Montreal, in the Province of Quebec including 


(a) a branch line from the City of Winnipeg south to the town of 
Emerson in the Province of Manitoba on the border between the 


United States of America and Canada, and 


(b) a branch line from the town of Brooklin to the City of Oakville 


in the Province of Ontario, and 
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(c) a branch line from the town of Morrisburg to the City of 


Ottawa in the Province of Ontario and the City of Hull, in 


the Province of Quebec: 


File No, 45371-20-2 


SATURDAY, the 24th day of July, A.D. 1954. 


Hon. Mr. Justice JOHN D. KEARNEY, Chief Commissioner. 
HUGH WARDROPE, Asst. Chief Commissioner. 
A, SYLVESTRE, Q.C., Deputy Chief Commissioner. 


O. A. MATTHEWS, Commissioner. 


Upon hearing the application at a sitting of the Board held in Ottawa 
on the 15th, 16th and 17th days of June, 1954, in the presence of Counsel and 
representatives of Trans-Canada Pipe Lines Limited, Western Pipe Lines, the 
Government of the Province of Saskatchewan, the Bell Telephone Company of Canada, 
the City of Montreal, the Montreal Metropolitan Commission, the Province of 
Alberta, the Algoma Central and Hudson Bay Railway Company, Northern Ontario 
Municipalities, the City of Port Arthur, the City of Fort . William and the Corpora- 


tion of the Toronto Metropolitan Commission and others - 


It is ordered that, subject to Trans-Canada Pipe Lines Limited satis- 
fying the Board prior to December ope 1954, that satisfactory arrangements have 
been completed for financing the construction of its proposed pipe line and that 
any licences which may be necessary under the Electricity and Fluid Exportation 
Act have been or will be granted, leave be, and it is hereby granted to Trans- 
Canada Pipe Lines Limited to construct a pipe line consisting of one or more 


tines of pipe for the transportation of gas from a point on the Alberta-Saskatchewan 
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border, east of the town of Princess in rhe Province of Alberta, through or in 
the vicinity of the cities of Moose Jaw and Regina in the Province of Saskatchewan, 
through or in the vicinity of the cities of Brandon, Portage la Prairie and Win- 
nipeg in the Province of Manitoba, through es in the vicinity of the towns or 
cities of Kenora, Port Arthur, Fort William, Nipigon, Schreiber, Marathon, Hawk 
Junction, Chapleau, Sudbury, North Bay, Huntsville, Gravenhurst, Toronto, Oshawa, 
Port Hope, Trenton, Belleville, Kingston, Brockville, Morrisburg and Cornwall in 
the Province of Ontario, thence to the towns of Dorion and Ste. Anne de Bellevue 


and the City of Montreal, in the Province of Quebec, including 


(a) a branch line from the City of Winnipeg south to the town of 
Emerson in the Province of Manitoba on the border between the ~ 


United States of America and Canada, and 


(b) a branch line from the town of Brooklin to the City of 


Oakville in the Province of Ontario, and 


(c) a branch line from the tow of Morrisburg to the Clay On 
Ottawa in the Province of Ontario and the City of eh ee pie 


the Province of Quebec; 


the general location of the pipe line being as shown on the map dated September, 
1951, filed with the Board under file No. 45371-20-2; the said pipe line to be 
constructed and completed on or before the 31st day of December, 1957, unless 
upon application by Trans-Canada Pipe Lines Limited the aforesaid dates for 
satisfying the Board with regard to the ere cencn te for financing the construc- 
tion or for completion of the Mee ot onied by the Board. 

JOHN D. KEARNEY, 

Chief Commissioner, 


The Board of Transport Commissioners 
for Canada. 
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ORDER NO. 86796 
THE BOARD OF TRANSPORT COMMISSIONERS FOR CANADA 
THURSDAY, THE 18TH DAY OF IN THE MATTER OF the application 
AUGUST, A.D. 1955 dated February 22nd, 1955, of Trans- 
Canada Pipe Lines Limited, under Sec- 
HON. MR. JUSTICE JOHN D. KEARNEY, tion 20 and other relevant sections 
Chief Commissioner. or the Pipe’ Lines Act, for an Order 
F. M. MACPHERSON, granting leave to the applicant to 
Commissioner. deviate, change and extend the general 
O. A. MATTHEWS, location of its proposed pipe line 
Commissioner. described in Order No. 84220, dated 


July 24th, 1954; 


EidewNow toa pleoo. 


UPON hearing the application at a sittings of the Board held in Ottawa 
on the 10th day of March, 1955, in the presence of Counsel for and representatives 
of Trans-Canada Pipe Lines Limited, Hydro Electric Power Commission of Ontario, 
interested Municipalities in Northern Ontario, Ontario Northland Transportation 
Commission, the City of Ottawa, Labour Progressive Party, Canadian Coal Dock 
Operators' Association, and others, and for reasons which will be given in writ- 


ing at a later date -- 


IT IS ORDERED that, subject to the provisions of Order No. 86088, leave 


be, and it is hereby, granted to Trans-Canada Pipe Lines Limited, to: 


1. Change or deviate the route of its proposed pipe line as set 
out in Order No. 84220, dated the 24th July, 1954, between 


Nipigon and North Bay, Ontario, to the following extent: 


Generally following the Canadian National Railways' 


line of railway north from Nipigon past Cameron 
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Falls, Orient Bay, Beardmore, Jellicoe and Hearst, 
thence following generally the railway and the high- 
way past Kapuskasing, Smooth Rock Falls, Cochrane, 
Matheson Station, Englehart, New Liskeard, Cobalt, 


Latchford and Timagami to intersect the original 


route at North Bay. 


2. Change or deviate the route in the manner set out in the ap- 


plication, as follows: 


(a) The new point of beginning is about five and one 
quarter miles north along the Alberta-Saskatchewan 
border from the original point of beginning and 
the route now planned gradually approaches the 
original route, intersecting it at a point about 
one and one half miles north of the Town of Pennant, 
Saskatchewan, and thence generally coincides with 


the original route to 


(b) A point about a mile north of Vibane Saskatchewan, 
whence the route now planned deviates to the north 
of the original route and passes just north of 
Deveron and just south of Wapella, Saskatchewan, 
thence north of Miniota, Varcoe and Austin and 
intersects the original line about six and three 
quarters miles due south and two miles east of 
Oakville, Manitoba, and then deviates to the south 


of the original route passing 
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(c) 


(a) 


(g) 


South of Oak Bluff and St. Norbert and swings 

north of St. Anne, McMunn and Glenn to intersect 
the original route just west of the border between 
Manitoba and Ontario and thence generally coincides 


with the original route 


Coincides generally with the original route past 
Huntsville, Falkenberg and Ravenhurst to Washago 
whence the planned route deviates to the southwest 


past Allendale and Barrie, and south to 


Pine Grove, where the route continues eastward to 
intersect with the original route at Brooklin, 
whence it generally coincides with the original 


route eastward to Montreal. 


The route of the Emerson Lateral deviates from 
the original in that it begins near Fort Whyte 
some seventeen miles west of the original point 
of beginning and follows generally the railway 
and highway past Morris to a point on the Canada- 
U.S. Border just west of the town of Emerson, 


Manitoba. 


The original lateral from Brooklin west and south 
to Oakville is not now necessary since the planned 
sh line route runs between Brooklin and Pine Grove 
and a planned lateral runs south from Pine Grove to 


Sheridan, near Oakville. 
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Construct a branch line starting near the ni es Ontario 
provincial highways numbers 11 and 64 near Marten River, and 
generally ea iowine highway No. 64 in a southwesterly direction 
to its intersection with highway No. 17 and thence westward 
following generally highway No. 17 to Sudbury and Copper Cliff, 
with a proposed branch line from the junction of highways Nos. 


64 and 17 near Verner eastward to the city of Sturgeon Falls. 


Effect an increase of approximately one hundred and thirty- 


nine miles in the total length of the entire pipe line. 


Change the diameters of certain sections of the pipe line, as 


follows: 


(a) Alberta border to Winnipeg, from 36" to 34". 


(b) Pine Grove, Ontario to Sheridan, from 18" 
Loses 


(c) Morrisburg to Ottawa-Hull, from 14" to 16". 
(d) Marten River to Sudbury, from 30" to 10". 


(e) Verner to Sturgeon Falls, from 30" to 4". 
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Exhibit 12 
Item 2 
Paces Sr ote 


the general location of the pipe line being as shown on the map revised to 


Pepruery 22,1955, On tile with the (Board. 


(S'G"D) JOHN D. KEARNEY, 
Chief Commissioner, 
The Board of Transport Commissioners for Canada. 


BOARD OF TRANSPORT COMMISSIONERS FOR CANADA 
Examined and certified as a true copy under 
Beecion 23°0r "The Railway Act." 

°C. We Rump” 

-(E=-R+-HOPKENS} - 
Acting Secretary, Board of Transport 
Commissioners for Canada, 
OTTAWA, August 19, 1955. 
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BOARD OF TRANSPORT 


COMMISSIONERS FOR CANADA 


TUESDAY, THE 28TH DAY OF 
MARCH, A. D. 1956 


HON. MR. JUSTICE JOHN D. KEARNEY, 


Chief Commissioner. 
HUGH WARDROPE, 
Asst. Chief Commissioner. 
F. M. MACPHERSON, 
Commissioner. 
L. J. KNOWLES, 
Commissioner. 


Exhibit 12 


Item 3 


Page 1 of 2 


COMMISSION DES TRANSPORTS 
DU CANADA 


ORDER NO. 88462 


IN THE MATTER OF the 
application of Trans- 
Canada Pipe Lines Limited 
for an extension until 
November 1, 1956, of the 
period fixed in Order 
No. 84220, as subsequently 
extended to April 30, 1956, 
for satisfying the Board in 
respect of financing and 
licenses of its proposed 
company pipe line for which 
leave to construct was 
granted by the said Order 
No. 84220: 


File No. 45371.20.2 


UPON hearing the application at sittings of the Board at Ottawa on 


March 27 and 28, 1956, in the presence of Counsel and representatives of the 


applicant and the Government of Alberta, the Abbott Estate, the Winnipeg and 


Central Gas Company, the Labour-Progressive Party and the Department of Trade 


and Commerce, and pursuant to oral Judgment given at the said sittings-- 


IT IS ORDERED that the period fixed in the said Order No. 84.220, 


as subsequently extended to April 30,01956, for satisfying the Board that 


satisfactory arrangements have been completed for financing the construction 


of the said proposed pipe line and that any license which may be necessary to 


permit export of gas from Canada at a point on the international boundary at or 


near Emerson, Manitoba, to an unspecified purchaser in the United States, be 


and it is hereby extended to November ee o> 0. 
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Exhibit 12 
Item 3 
Page 2 of 2 
AND IT IS DECLARED by way of clarification that the said Order No. Bh220, 
in granting permission to Trans-Canada Pipe Lines Limited to construct a 24-inch 
Mech line from Winnipeg to Emerson, Manitoba, for the purpose of transmitting 
gas to a point on the United States boundary for sale to a purchaser in the 
United States, made no reference to a specified purchaser in the United States, 
and there was no condition in the said Order, or in the judgment of the Board 


dated July 24, 1954, in the same matter, with regard to the identity of the 


purchaser in the United States or the quantity of gas to be purchased. 


(SGD) JOHN D. KEARNEY, 


Chief Commissioner, 
The Board of Transport Commissioners for Canada 


BOARD OF TRANSPORT COMMISS TONERS 

FOR CANADA 
Examined and certified as a true copy 
under Section 23 of "The Railway Act". 


(C. W. RUMP) 
Secretary, Board of Transport Commissioners 
for Canada, OTTAWA, March 28th, 1956. 
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BOARD OF TRANSPORT COMMISSION DES TRANSPORTS 


COMMISSIONERS FOR CANADA DU CANADA 
ORDER NO. 88874 


WRIDAY, THE 25TH DAY OF IN THE MATTER OF the application, 
MAY, A. D. 1956 dated May 10, 1956, of Trans-Canada Pipe 
; Lines Limited, hereinafter called the 
HON. MR. JUSTICE JOHN D. KEARNEY, "Applicant", for leave to construct a 
Chief Commissioner. natural gas pipe line from a point on 
HUGH WARDROPE , the Alberta-Saskatchewan border east of 
Asst. Chief Commissioner. the Town of Princess to Winnipeg, Manitoba, 
Be SLLVESTRE, Q. C., being a portion of the Applicant's pro- 
Deputy Chief Commissioner. posed company pipe line from Alberta to 
Montreal: 


File No. 45371.20.2 


WHEREAS by Order No. 84220, dated July 24, 1954, and Order No. 86796, 
dated August 18, 1955, leave was granted to the Applicant to construct its pro - 
posed pipe line from a point on the Alberta-Saskatchewan border to Montreal and 


other places, as more fully set forth in the said Orders’; 


AND WHEREAS the leave so granted was conditional upon the Applicant 
satisfying the Board "that satisfactory arrangements have been completed for 
financing the construction of its proposed pipe line and that any licenses which 
may be necessary under the Electricity and Fluid Exportation Act have been or 


will be granted"; 


AND WHEREAS the period fixed by the Board for so satisfying it in re- 
spect of financing and licenses was subsequently extended to November a 1956, 


by Order No. 88462, dated March 28, 1956; 
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Exhibit 12 
Item 4 
Page 2 of 3 
AND WHEREAS by Order No. 86988, dated September 21, 1955, the Applicant 
was granted leave as set forth therein to construct on or before December 31, 
1956, a portion of its said entire proposed pipe line, namely, the portion from 
Sheridan, Ontario, to a point near Ste. Anne de Bellevue, Quebec, including a 
branch line from the Town or Morrisburg to the City of Ottawa, without first 


satisfying the Board in respect of the financing and licenses above mentioned ; 


NOW upon hearing the application at a sitting of the Board in Ottawa 
on May 24, 1956, in the presence of Counsel for the Applicant and for the Province 
of Alberta and a representative of the Labour-Progressive Party and upon judgment 


given at the said sitting -- 
iT 18 ORDERED 


1. That, notwithstanding the said Orders No. 84220 and No. 86796, leave 
be and it is hereby granted to the Applicant to construct a portion of its said 
proposed entire pipe line, namely, the portion from a point on the Alberta- 
Saskatchewan border, east of the Town of Princess in the Province of Alberta, 
through or in the vicinity of the Cities of Moose Jaw and Regina in the Province 
of Saskatchewan, through or in the vicinity of the Cities of Brandon and Portage 
la Prairie and thence to the City of Winnipeg in the Province of Manitoba, with- 
out first satisfying the Board that satisfactory arrangements have been com- 
pleted for financing the construction of the said entire proposed pipe line and 
that any licenses which may be necessary under the Exportation of Power and 
Fluids and Importation of Gas Act in respect of the entire line have been or 


will be granted. 
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Page 3 of 3 


2. That construction of the said portion in respect of which leave to 


construct is hereby granted be completed on or before December 31, 1956. 


3- That this Order shall cease to have force at midnight on June 15, 
1956, unless prior thereto Bill 298, An Act to establish the Northern Ontario 
Pipe Line Crown Corporation, introduced in the House of Commons of Canada dur- 


ing its current session, is passed. 


(SGD) JOHN D. KEARNEY, 
Chief Commissioner, 


The Board of Transport Commissioners 
for Canada. 


BOARD OF TRANSPORT COMMISSIONERS 

FOR CANADA 
Examined and certified as a true copy 
under Section 23 of "The Railway Act". 


/s/ C. W. Rump 


(C. W. RUMP) 
Secretary, Board of Transport 
Commissioners for Canada 
OTTAWA, May 25, 1956. 
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TRANS-CANADA PIPE LINES LIMITED 
Supplement of October, 1956 to 


Report on Economic Feasibility 
Of Proposed Natural Gas Pipeline Project 


SEPTEMBER, 1956 


COMMONWEALTH @2) SERVICES © INC. 


NEW YORK, N. Y. * JACKSON, MICH. * WASHINGTON, D. C. * HOUSTON, TEX. 


OMMONWEALTH 
ERVICES °« IN OL 300 PARK AVENUE. NEW YORK 22, N.Y: 


NEW YORK,.N.¥. + JACKSON, MICH. 
WASHINGTON, D.C. * HOUSTON, TEX. 


October 18, 1956 


Mr. Francis Kernan 
White, Weld & Co. 
4O Wall Street 

New York 5, N.Y. 


Dear Mr. Kernan: 


Following the negotiation concluded Friday, October 5, 1956, 
between Trans-Canada Pipe Lines Limited and The Consumers' Gas Company 
of Toronto for a new contract covering materially increased firm gas 
volumes , we have reworked Schedules oy 4, D5 6, iss Grand. SLopebshibice( 
relating to Plan I and the same Schedules of Exhibit 8 relating to Plan 
II, as set forth in our September 1956 "Report on Economic Feasibility 
of Proposed Natural Gas Pipeline Project" of Trans-Canada Pipe Lines 
Limited. Such revised schedules are reproduced in this supplement to 
the Report, dated October, 1956. 


The effect of the new contract is to increase Trans-Canada's 
firm gas sales and revenues and improve the estimated income in each of 
the years commencing with 1957/58. For the year 1962/63 the amount of 
peak-day sales capacity available under Plan 2 is reduced to approximately 
30,000 Mcf per day, a figure very near to the practical minimum. You will 
note from the figures under Plan 2 for the twelve-months period ended 
October 31, 1963, set forth on the Exhibit 8 Schedule 6 supplement, that 
Chey recilGerciscusseds ine pection LIL of the September 1956, report in 
connection with the "hypothetical full development year" will have been 
Virtually achicved in that period. The resulting coverage figures are 
set forth in the Exhibit 8 Schedule 9 supplement. Earnings per common 
share are set forth on the bottom line of the Schedule 6 supplements. 


In addition to the data shown in the supplements, we have also 
computed the percent return on the investment for Plan I and Plan II as 
follows: 


Percent Return On Investment 


Year PLAN I PLAN il 
1957/58 - | - 
1958/59 1.37% 1.73% 
1959/60 3.57% 3.94% 
1960/61 76% 5 22% 
1961/62 5 64% 5.95% 


1962/63 T 52% 7.84% 
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Mr. Francis Kernan -2- October 18, 1956 


The following tabulation, based on data shown in Exhibit 7 
Schedule 4 supplement, for the 1957/58 year and from Exhibit 8 Schedule 4 
supplement, for subsequent years, sets forth the estimated maximum gas 
purchase requirements of Trans-Canada for Alberta gas stated on both the 
sales pressure base of 14.73 psia and the gas purchase contract pressure 
base of 14.4 psia: 


Estimated Annual Gas Purchase 


Requirements - Mef 


At Gas Purchase 


At Sales Pressure Pressure Base 
Year Base of 14.73 psia of 14.4 psia 
1957/58 19,257,000 19,698, 000 
1958/59 102 , 368,000 104,714,000 
1959/60 133,255,000 136, 309,000 
1960/61 160,449,000 164,126,000 
1961/62 180, 647 , 000 184 787 , 000 
1962/63 199,841,000 204,421 , 000 


As will be noted from the supplements to the exhibit schedules and 
the above figures on per cent return, the new agreement between Trans-Canada 
and The Consumers' Gas Company of Toronto, materially improves the feasibility 
Ot the Trans-Canada project under either Plan I or Plan IT and virtually makes 
the year 1962/63 the "full development" year discussed in the September 1956 
Teport on economic feasibility invSection If “Conclusions as to Feasibility,” 


ours very iuroly, 
COMMONWEALTH SERVICES INC. 
ithe Sale cay 


President 
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TRANS-CANADA PIPE LINES LIMITED 


Supplement of October, 1956 to 


Report on Economic Feasibility 


Of Proposed Natural Gas Pipeline Project 


SEPTEMBER, 1956 


COMMONWEALTH 


SERVICES ¢ INC. 


NEW YORK, N. ¥. © JACKSON, MICH. ¢ WASHINGTON, D. C. ° HOUSTON, TEX. 


TRANS-CANADA PIPE LINES LIMITED 
ESTIMATED GAS SALES AND REVENUE 


PLAN 1 


Winnipeg and West 
Requirements - MCF 


Saskatchewan Power Corporation 
Plains Western Gas & Electric Company 
Manitoba Power Corporation 
Intercity Gas Company 
Winnipeg & Central Gas Company 
Total 


Revenue 
Saskatchewan Power Corporation 
Plains Western Gas & Electric Company 
Manitoba Power Corporation 
Intercity Gas Company 
Winnipeg & Central Gas Company 
Total 


East of Winnipeg 
Requirements - MCF 


Northern Ontario Natural Gas Company Limited 
Western Ontario Zone 
Northern Ontario Zone 
Subtotal 
Barrie, Orillia, etc. 
The Consumers' Gas Company of Toronto 
Union Gas Company of Canada, Limited 
The Grimsby Natural Gas Company, Limited 
Dominion Natural Gas Company, Limited 
Lakeland Natural Gas Limited 
Lake Shore Group 
Interprovincial Utilities Limited 
Quebec Natural Gas Corporation 
Total 
Total Requirements in MCF - East and West of Winnipeg 


Revenue 
Northern Ontario Natural Gas Company Limited 
Western Ontario Zone 
Northern Ontario Zone 
Subtotal 
Barrie, Orillia, etc. 
The Consumers! Gas Company of Toronto 
Union Gas Company of Canada, Limited 
The Grimsby Natural Gas Company, Limited 
Dominion Natural Gas Company, Limited 
Lakeland Natural Gas Limited 
Lake Shore Group 
Interprovincial Utilities Limited 
Quebec Natural Gas Corporation 
Total 


Total Revenue - East and West of Winnipeg 


Exhibit 7 


Schedule 3 
Supplement 
Plan 1 
1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 
3, 294, 100 3, 987, 600 4,681, 100 5, 201, 300 5, 894, 800 6, 588, 300 
931, 180 1,104,103 1, 261, 858 1,401,150 1,538, 860 1,656, 240 
- 1, 000, 000 1, 240, 000 2,100, 000 3, 100, 000 - 
1,015, 400 1, 092, 400 1,166,600 1, 238, 200 1, 320, 600 1, 396, 000 
4, 872, 000 6,127, 000 157,000 8, 323,000 1, 000 10 000 
10, 112,680 13,311,103 15,506,558 18, 263,650 21,445, 260 20, 219, 540 
$ 690,467 $ 835,830 $ 981, 192 $ 1,090,228 $ 1,235,590 $ 1,380,952 
252, 853 34-7, 792 397, 485 4.89, 132 539, 200 579, 450 
- 250, 000 310, 000 420, 000 620, 000 - 
313, 884 337, 807 360, 849 457,256 488, 568 517,220 
1,431,956 iipfeyalaal 2,231, 76 2,616, 0 050,7 439, 4 
2,689,160 2,624 4 281,291 072,711 0 17, 0 
6,223,000 1/ 7,042, 700 7, 156, 300 8,625, 000 9, 835, 000 9, 835, 000 


10, 862, 900 15, 385,600 21,487,900 22,427, 300 23, 382, 900 
6, 223, 000 oa 23, 141, 900 30, 112, 900 32, 262, 300 33, 217, 900 


580, 000 914, 000 1, 261, 000 1,524, 000 1, 732, 000 

- 25,595,600 31, 025, 000 35, 678, 800 43,435, 000 51,191, 300 

= 5, 000, 000 19, 336, 000 2h, 072,150 24,603, 000 28, 806, 560 

- 111, 000 120, 000 128, 000 137, 000 145, 000 

- 300, 000 500, 000 600, 000 700, 000 780, 000 

- 1,425, 000 2, 371, 000 2, 895, 000 3, 771, 000 4,001, 000 

a 2,957, 000 3, 340, 000 3, 705, 500 2,997, 000 3; bh 900 

- 9, 803, 000 9, 768, 000 10, 543,550 10, 967, 000 11,607, 800 

- 18, 400, 000 21,790, 000 2h 825, 000 28, 205, 000 1, 510, 000 

223, 000 2, O77, 200 112, 305, 900 133, 821, 900 al 01, 300 il 0 
it 0 0 127, 812,458 152, 0 0 170 0 1 000 
$ 2,105,254 1/ $ 2,455,595 $ 2,714,035 $ 3,028,650 $ 3,466,870 $ 3,466, 870 
3 = 4.616, 530 6 ‘00 1 80 647, 460 10, 141,510 
, 105, 7,072, 125 9, 093, 735 12, 166,430 13, 114, 330 13, 608, 380 
- 308, 560 486, 248 670, 852 990, 600 1) 125, 800 

- 11, 560,250 14, 023, 632 16,178, 240 19,706, 745 23, 267, 370 

- 1,500, 000 7, 060, 800 8, 787, 645 9, 252, 900 10, 783, 968 

- 59,052 63, 840 68, 096 89, 050 9h, 250 

- 159,600 266, 000 319, 200 455,000 507, 000 

- 663, 840 1,105, 200 1, 347, 240 1,758,510 1, 866, 900 

- 914,792 1, 348, 379 1,459, 2h 1,252, Tou 1,405, 301 

- 3,605, 717 3, 873, 129 4 313, 463 4, 742,676 5, 118, 319 

685, 100 9,2 }00 11, 019, 900 13,0 00 14,705, 400 

9 8 8.26 2,482,688 


479k, 4a 171,660 


0, 880, 054 


61,403,018 


1/ Kenora, Dryden, Port Arthur and Fort William only, natural gas service to Nipigon and Geraldton assumed to commence November 1. 1958. 
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TRANS-CANADA PIPE LINES LIMITED 


ESTIMATED GAS PURCHASE REQUIREMENTS (MMCF) AND COST OF GAS PURCHASED 


PLAN 1 


Gas Purchased for Sale 
Gas for Compressor Fuel 
Subtotal 
Losses 1% 
Subtotal 
Gas Purchased for 
Cleaning and purging 
Filling the line 
Total Purchased Gas 
Cost of Gas Purchased - ¢ per Mcf 
Cost of Gas 
Transportation cost 
Delivered cost of gas (1) 
Cost of Gas Purchased for 
Sale (operating expense) 
Cleaning and purging (construction cost) 
Filling the line (inventory gas) 
Total Cost of Gas Purchased 
Requirements MMcf 
Winnipeg and West 
East of Winnipeg 
Total 
% of Requirements - each year 
Winnipeg and West 
East of Winnipeg 
Total 
Allocation of total purchased MMcf 
based on requirements in each year 
Winnipeg and West 
East of Winnipeg 


Total 


Exhibit 7 


Schedule 4 
Supplement 
Plan 1 
1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 
16,336 95 , 388 127,813 152,086 170,047 186,656 
182 2,508 412 6 8,812 11,206 
16,518 97 ,896 131,936 158, 861 178,859 197 ,862 
16 1,31 1,588 1,788 il 
16,683 98,875 133,255 160,449 180, 647 199, 841 
217 - - - - - 
2 3571 = - - - - 
19,257 98, 875 133,255 160, 449 180, 647 199, 841 
10.22916 10.44227 10.69800 10.95372 11.20945 11.46518 
4.09167 4.09167 4.09167 4.09167 4.09167 4.09167 
14. 32083 1453394 14 .78967 15.04539 15.30112 15.55685 
ack p Ne $14 370,433 $19,707,975 $24,140,178 $27, 641,014 $31,088,965 
30, 647 = a = = = 
337 542 z 3 . : z 
$2,757,333 $14,370,433 $19,707,975 $24,140,178 $27,641, 014 $31,088, 965 
10,113 13,311 15,507 18,264 21,445 20,219 
6,223 82,077 112,306 133,822 148 602 166,437 
16,336 95 , 388 127,813 152,086 170,047 186,656 
61.91 13.95 12.13 12.01 12.61 10.83 
38.09 86.05 87.87 87.99 87.39 89.17 
100.00 100,00 100.00 100.00 100.00 100.00 
11,922 13,793 16,164 19,270 22 ,780 21,643 
1.335 85 ,082 117,091 141,179 157,867 178,198 
19,257 98, 875 133,255 160,449 180,647 199,841 


(1) At Saskatchewan Gate. 


® 
i ates heft tae 
a eae - 


' bP 
. 4 d Ay ré al 4 
ak 
4 miast hs ; 
? : Api i 
;' E i. ia be 
_ } ; ae! Age ta ha 
4 ' ; nr S ; if 
: 2£f So 2400 ee 
4h i 
; 
= yale BY fo ‘ 
S “OeW bite WE se : 
= - War Be 
a salamat ~ Ratt 
Pp ; . @ 
th One ie. 
b eae i 
ras ,. » } 
; a re ‘a 
as <—— - 

; ‘a7, Goge = ae 


: n i eet wi thas 


TRANS-CANADA PIPE LINES LIMITED 
DATA RE CROWN CORPORATION SECTION RENTALS AND PURCHASE PRICE - PLAN 1 


1. Design capacity east of Winnipeg @ 14.73 psia MMcf per day; 
2/3 of capacity for one year equals 74,922 MMcf. 

2. Cost of leased facilities equals $58,122,736 (first year 
only); 4-1/2% equals $2,615,523; rental payment per Mcf 
equals $.03491. 

3. Cost of leased facilities equal $124,479,114 (after first 
year); 4-1/2% equals $5,601,560; rental payment per Mcf. 
equals $.07476. 


exhibit / 
Schedule 5 
Supplement 
Plan 1 


12 Months Ended: ($000s Omitted) 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
Given Or Assumed The Following: 
Annval Volumes delivered East of Winnipeg @ 14.73 psia MMcf Winsse 85,082 117,091 141,179 157,867 178,198 
Annual Amount of Mcf Rental Payments (@ $.03491 per Mcf for first year and $.07476 thereafter) 256 6,361 8,754 10,555 11,802 13,322 
Capital Cost per Agreement as of Beginning of Each Year 58,123 122,291 124,479 130,647 135,503 139,886 
(A) Calculation of Duration of 1% Payment Per Section 6 (b) (iv) of Agreement 

dated 11/21/55 with Government of Canada (Disregarding the Calendar Year 

Element) 7% Per Annum on Capital Costs 4,069 8,560 8,714 9,145 9,485 9,792 

Less: 

Annual Amount of Rental Payment - Based upon Mcf 256 6,361 8,754 10,555 11,802 13,322 

- Based on 1% of $124,479 = Ss 2 2 1,245 = 
Total 25 361 213 10,555 13,047 13,322 

(1) Deficiency - Per Year 3,813 2,199 (40) (1,410) (3,562) (3,530) 


(B) Calculation of Purchase Price From Time to Time 


1) of Agreement 


Under Section 7 or 8 (a) of Agreement Under Section 8 (b 
Rental Pay- 3-1 P/A Amortiza- Add Additions 3-1 P/A Interest @ 3-1/2 
ments from Interest Semi- tion Semi- As Of Purchase Amortiz- on Amortization Amor 
(A) above * annually annually Year End Price ation Cumulative Per Year 
As of 10-31-57 - - - 58,123 58,123 = = = 
4-30-58 128 1,017 (889) - 59,012 = - = 
10-31-58 128 1,033 (905) 64,168 124,085 2,034 - 2,034 
4-30-59 3,180 2,171 1,009 - 123,076 - - = 
10-31-59 3,181 2,154 1,027 2,188 12h ,237 4,280 (ll 4,351 
4-30-60 4,377 2,174 2,203 - 122,034 - - - 
10-31-60 4,377 2,136 2,241 6,168 125,961 4,357 223 4,580 
4-30-61 5,277 2,204 3,073 - 122,888 “ £ S 
10-31-61 5,278 2,151 3,127 4,856 124,617 4,573 384 4,957 
4-30-62 6,523 2,181 4,342 - 120,275 = = is 
10-31-62 6,524 2,105 4,419 4, 383 120 ,239 4,743 557 5,300 
4-30-63 6,661 2,104 4,557 - 115,682 - - - 
10-31-63 ~ 6,661 2,024 4,637 < 111,045 4,896 743 5 639 


Under Section 8 (b) (2) of Agreement 
Total Purchase Price At Any Time (70% of $124,479) 87,135 


* The aggregate of each six months rental will probably vary. However, it is assumed here they will not. 


Property 

tization Costs Time Purchase 
Cumulative To Time Price 

= 58,123 58,123 

2,034 122,291 120,257 
6,385 12,479 118,09! 
10,965 130,647 119,682 
15,922 135 1503 119,581 
21,222 139,886 118, 664 
26,861 139,886 113,025 
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TRANS-CANADA PIPE LINES LIMITED 
Income Account Projection 
1. Basis of latest Sales Volumes and Rates inside Canada - and 
without regard to limitations on Gas Volumes in Alberta. 
2. Crown Company Facilities Not Purchased. 
3. Emerson Lateral Not Constructed. 


PLAN 1 


Income Account Projection - 12 Months Ended: 
000s Omitted 


Operating Revenues 
Winnipeg and West 
East of Winnipeg 
Total Revenues 
(14.73 psia Mcf Unit Cost of Gas at Alberta Border ) 
Cost of Gas Purchased 
Operations and Maintenance 
Rentals - Niagara Line 
- Based on Mcf @ 3.491¢ for first year and 7.476¢ 
thereafter and on Net Profits, per formula 
Taxes - General 
Total 
Balance Before Depreciation and Income Taxes 


Depreciation Provision 
Gross Income Before Income Taxes 


Taxes - Income 
Gross Income 
Interest - First Mortgage Bonds - Public 
- Subordinated Debentures - Public 
- First Mortgage Bonds - Crown Corporation 
- Subordinated Income Notes - Founders 


Amortization of Debt Discount and Expense 
Interest During Construction (Credit) 
Fixed Charges 
Net Income 


Earned Surplus - Beginning of Year 
~ End of Year 


Common Shares Outstanding - End of Period 
Earnings Per Common Share (Commencing with first year of full operation) 


10-31-56 ORS L=5e 


10-31-58 


10-31-59 


$ 3,643 
2 


172 


10-31-60 


$ 4,281 
46 
0,880 


10-31-61 


10-31-62 


13,047 
EBL 
y in 
22.718 


Exhibit 7 

Schedule 6 
Supplement 
Plan 1 


10-31-63 


31,089 
5,933 


4,928,183 


4,928,183 


2,135 


? 


(5,316) 


4 928,183 


(5,316) 
(7,534) 


4,928,183 


(7,534) 
(7,269) 


8 183 


4,92 


$ 


-05 


(7,269) 
(4,582) 


4 928,183 
$.54 


928,183 
$1.35 
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Exhibit 7 


Schedule 7 
TRANS-CANADA PIPE LINES LIMITED Supplement 
aaa oom Plan 1 
CASH FLOW PROJECTION - PLAN 1 
($000s Omitted) 
Cash Flow Projection - 12 Months Ended 10-31-56) 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
Net Income 196 1,560 379 (7,451) (2,218) 265 2,687 6,666 
Add: 
Depreciation = - 801 8,336 8,627 8,959 9,211 9,368 
Amortization of Debt Discount and Expense - 92 133 133 133 133 133 133 
Income Tax Accrual - - = 3 Hs = s 2 
Subordinated Income Note Interest Accrued - Not Earned or Paid in Current Year = 2 = alu y 80 - = 
Total Cash Operations il 1,652 Cee igh 021 12,031 Loe 
Less: 
Income Tax Paid - - - - - < = “ 
Subordinated Income Note Interest Paid for Prior Years - - - = = 1,174 


Retirement of First Mortgage Bonds - Public - - = = = 3,180 6,360 6,360 
Retirement of First Mortgage Bonds - Crown Corporation - - - - 5 % = = 
Retirement of Subordinated Debentures - - - - = = S, & 
Common Dividends - - - - - = co = 


Total Recurring Outgo - - - = = 180 in 0 

Balance - Plus (Minus) Cash 1 1,652 ew ital O21 yy BO 
Less: 
Construction Bepeaes 80,592 118,906 3,091 Webi ea le 5,400 8,990 = 
Preliminary Construction Costs Paid at 6/7/56 included in Construction above (7,974) - - = S i é s 
Acquisition of Niagara Line - - 5,400 - 3 2 = 
Materials and Supplies (Operations and Maintenance) - 1,000 3,000 - - - = = 
Materials and Supplies (Gas for filling line) 2 : 229 2 = Bs = S 


Bond Interest Accruals in excess of Payments 
Total Other Requirements 
Balance - Plus (Minus) Cash 


Add: 
Outside Funds - First Mortgage Bonds - Public - 45 ,000 99 ,000 = - - - - 
- Subordinated Debentures - Public - 60 ,000 - - = c 2 3 
- First Mortgage Bonds - Crown Corporation 38 , 000 (38,000) - - - - = = 
- Subordinated Income Notes - Founders - - - 7,197 2,743 aS = oa 
- Common Stock (2) - 30,000 - - a 3 = e 
(Financing Charges) - First Mortgage Bonds - Public = (400) (463) = = = = = 
- Subordinated Debentures - (2,758) - - 5 = = Z 
- Common Stock - (1,379) - - Es = = - 
Prepaid Interest on Subordinated Debentures i 6.600 = = ms = = = 
Total Outside Funds 000 9 9 2 12 = = 
Balance - Plus (Minus) Cash 13474 84 213305) Mam? 7 480 Mann (3 G08)) Man 369 Nem (45493) 9,80 
Cash - Beginning of Period (3) 6,710 20,184 28,657 4,272 11,761 7,953 9,322 4 829 
- End of Period (3) 20,184 28 657 4272 11,761 1,953 9,322 4829 14,636 


) From June 7 through October 31, 1956 
) 1,928,183 shares from Founders @ $8 approx. equals 


$15,411,456 
2 shares with Subord. Debs. @ $10 equals 
920,183 


a 
3, t11,45 


(3) Includes Government Securities 
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TRANS-CANADA PIPE LINES LIMITED 
BALANCE SHEET PROJECTION - PLAN 1 


($000s Omitted) 


Balance Sheet Projection At: 


Assets 
Gross Plant - First of Year 
- Additions During Year 
- Purchase of Niagara Line 
- End of Year 
Depreciation Reserve 
Net Plant 
Investments in Subsidiary Companies 
Cash and Government Securities 
Materials and Supplies (Operation and Maintenance) 
Materials and Supplies (Gas for filling line) 
Other Current Assets 
Prepaid Interest on Subordinated Debentures 
Unamortized Debt Discount and Expense - First Mortgage Bonds 
Unamortized Debt Discount and Expense - Subordinated Debentures 
Common Capital Stock Expense 
Miscellaneous Equipment and Structures 
Preliminary Construction Costs & Other Deferred Debits 


Total Assets 


Liabilities 

First Mortgage Bonds - Public 

Subordinated Debentures - Public 

First Mortgage Bonds - Crown Corporation 
Subordinated Income Notes - Founders 
Common Stock (4,928,183 shares at 10/31/63) 
Premium on Common Stock 

Earned Surplus 


Total Capitalization 
Accrued Income Taxes Payable 
Accrued Interest Unearned on Subordinated Income Notes 
Other Current Liabilities 


Total Liabilities 
Capitalization Ratios 
First Mortgage Bonds 
Subordinated Debentures 
Common Equity (Including Subordinated Income Notes) 


Total 


Exhibit 7 


Schedule 8 
Supplement 
Plan 1 
6-7-56 10-31-56 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
$ - $ - $ 33,171 $113, 763 $238, 069 $241, 160 $254, 732 $260,132 $269, 122 
- eyal 80,592 eee 3, 091 13,572 5,400 8,990 - 
rs - - OO - - = - = 
- 33,171 113, 763 Boas 21, 160 25h, 732 260, 132 269, 122 269, 122 
8 8 8 1 17, 822 26, 781 2 45, 360 
3 33,113 113,705 237,210 231, 965 236,910 233,351 233, 130 223, 762 
156 156 156 156 156 156 156 156 156 
6,710 20, 184 28, 657 4,272 11,761 7, 953 9, 322 4, 829 14, 636 
- - 1, 000 4, 000 4,000 4,000 4,000 4, 000 4,000 
- - - 229 229 229 229 229 229 
25 25 25 25 25 25 25 25 25 
: = S322 275 = = = = 3 
- - 400 822 781 TO 699 658 617 
= - 2,666 2,574 2,482 2, 390 2,298 2,206 2,114 
= = L319 1,379 1,379 1,379 1,379 1,379 1,379 
252 252 252 252 252 252 252 252 252 
8, 336 62 62 62 62 62 62 62 62 
$15,421 $54,092 $152,177 $251, 556 $253, 392 $254, 396 $252, 073 $247, 226 $247, 532 
iy i = $ 45,000 $144, 000 $144, 000 $144, 000 $140, 820 $134,460 $128, 100 
- ae 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 
- 38, 000 - - - - - - - 
- 3 - - 1, 197 10,540 10,552 10,552 10,552 
1,928 1,928 4,928 4, 928 4,928 4,928 4,928 4, 928 4,928 
13,483 13,483 40,483 40,483 40,483 40,483 40,483 40,483 40, 483 
- 196 1,756 Apel 16 dy 26 4, 582 2,084 
15,411 53,607 152,167 251, 546 251, 892 252,417 249,514 25, 841 246, 147 
- - - - 115 594 1,174 - - 
10 48 10 10 1,38 1,385 1,38 1, 38 1,38 


$15,421 $54, 092 $152,177 $251, 556 $253, 392 $254, 396 $252,073 $2h7, 226 $247, 532 


57.25% 
23.85 
18.90 


100,0 


57.11% 
23.82 
19.01 


100, 0! 


57.05% 
23.77 
19.18 


100, 0! 


56.44 
24.05 
19.51 


100. 00% 


54.69% 
2h 41 
20.90 


52.04% 
2h 38 
23.58 


100. 00% 100, 00% 
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TRANS-CANADA PIPE LINES LIMITED 


INTEREST AND DEBT SERVICE COVERAGE 


PLAN 1 
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1958/59 1959/60 1960/61 1961/62 1962/63 


Times Coverage or Interest on 

First Mortgage Bonds, by Gross 

Income before Dominion Income 

axel) pe lisyik 


Times Coverages of slleinterest 

Paid, exclusiverot. interest. on 
Subordinated Income Notes, by 

Gross Income Before Dominion 

Income Tax ayy . 309 


Times Coverage of Total Debt 

Service Requirements (All In- 

cerests ajc exclusive Of, in= 

terest on Subordinated Income 

Notes, plus Mortgage Bond and 

Debenture Retirement Provisions), 

by Gross Income Before Deprecia- 

tion 2/ Lg1G2 


Ab AIS) 


.825 


1.646 


1.581 


1.084 


eis 


1.940 


Jose) 


eS oy 


2.607 


Bigg 


T6377, 


At Bese At At At AG 
OG ame l0/ 31/5 9mN10/ 31/60 BLO/al/GIe 10/31/62 10/31/63 


Ratio of Mortgage Debt 
Go Gross Property 


Account 3/ 60.49% 59.71% 


Ratio of Mortgage Debt 
to Net Property 
Account 3/ ao. 7al 62.08 


Ratio of Total Long- 
Term Debt (exclusive 
of Subordinated In- 
come Notes ) to Gross 


Property Account 3/ 85.69 84.59 


Ratio of Total Long- 

Term Debt (exclusive 

of Subordinated In- 

come Notes) to Net 

Property Account 3/ 86.00 87.94 


1/ Data from Exhibit 7, Schedule 6. 


56.53% 


60.78 


80.08 


(sie el 


2/ Data from Exhibit 7, Schedules 6 and 7. 


3/ Data from Exhibit 7, Schedule 8. 


54.13% 


60.35 


i eeeO 


86.06 


49.96% 


57.68 


(Pes 


83.41 


47.60% 


21.25 


69.89 


84.06 
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Exhibit 8 


TRANS-CANADA PIPE LINES LIMITED Schedule 3 
Supplement 
_ ESTIMATED GAS SALES AND REVENUE Plan 2 
PLAN 2 
1957/58 1958/59 1 60 1960/61 1961/62 1962/63 


Winnipeg and West 
Requirements - MCF 


Saskatchewan Power Corporation 3, 294, 100 3, 987, 600 4,681, 100 5,201, 300 5, 894,800 6,588, 300 
Plains Western Gas & Electric Company 931, 180 1,104, 103 1, 261, 858 1,401, 150 1, 538, 860 1,656, 240 
Manitoba Power Corporation rm 1, 000, 000 1, 240, 000 2,100, 000 3, 100, 000 - 
Intercity Gas Company 1,015, 400 1,092,400 1,166,600 1, 238, 200 1, 320, 600 1, 396, 000 
Winnipeg & Central Gas Company 4, 872, 000 6,127, 000 — on 8, 323, 000 eer 10,579, 000 
Total 10, 112, 680 13, 311, 103 15,506, 558 18, 263,650 21,445,260 20, 219, 540 
Revenue 
Saskatchewan Power Corporation $ 690,467 $ 835,830 $ 981, 192 $ 1,090, 228 $ 1,235,590 $ 1,380,952 
Plains Western Gas & Electric Company 252, 853 347, 792 397, 485 489,132 539, 200 579, 450 
Manitoba Power Corporation = 250, 000 310, 000 420, 000 620, 000 = 
Intercity Gas Company 313, 634 337, 807 360, 849 457,256 488, 568 517, 220 
Winnipeg & Central Gas Company 4 6 1, 871,19 2,231, 76 616 050 439.4 
Total 642, 6 81,29 


East of Winnipeg 
Requirements - MCF 


Northern Ontario Natural Gas Company Limited 


Western Ontario Zone 6, 223, 000 1/ 7, 042, 700 7, 756, 300 8,625, 000 9, 835, 000 9, 835, 000 
Northern Ontario Zone - 10, 962,300 15, 385, 600 21,487, 900 22,427, 300 23, 382, 900 
Subtotal , 223, 000 17, 905, 600 23, 141, 900 30, 112, 900 32, 262, 300 33, 217, 900 
Barrie, Orillia, etc. = 580, 000 914, 000 1, 261, 000 1,524, 000 1, 732, 000 
The Consumers’ Gas Company of Toronto - 25,595,600 31, 025, 000 35,678, 800 43,435,000 51,191, 300 
Union Gas Company of Canada, Limited - 5, 000, 000 15,979, 000 19, 730, 400 22, 109, 000 25,909, 260 
The Grimsby Natural Gas Company, Limited - 111, 000 120, 000 128, 000 137, 000 145, 000 
Dominion Natural Gas Company, Limited = 300, 000 500, 000 600, 000 700, 000 780, 000 
Lakeland Natural Gas Limited - 1,425, 000 2, 371, 000 2, 895, 000 3, TTL, 000 4, 001, 000 
Lake Shore Group - 2,957, 000 2,416, 000 2,513, 200 2, 312, 000 2,649, 000 
Interprovincial Utilities Limited - 9, 803, 000 9, O14, 000 9,697, 600 10, 841, 000 11,597, 000 
Quebee Natural Gas Corporation 400, 000 21,790, 000 26, 825,000 1,205, 000 1,510, 000 214; 000 


13 Ln 7 ,825, 31,205, - - ~ ; 
Total 19,623, 000 = “a5 Seat 133,621, 900 146, 601, 300 1 0 
Total Requirements in MCF - East and West of Winnipeg 2 10 {e) 12) 12 152,0 le) 170 0 1 000 


Revenue 

Northern Ontario Natural Gas Company Limited 
Western Ontario Zone $ 2,105,254 1/ $ 2,455,595 $ 2,714,035 $ 3,028,650 $ 3,466, 870 $ 3,466, 870 
Northern Ontario Zone - 4.616, 530 6 00 a 80 647, 460 10,141,510 
Subtotal 2, 105,25 7, 072, 125 9, 093, 735 12, 166,430 13, 114, 330 13, 608, 380 
Barrie, Orillia, etc. - 308, 560 486, 2h 670, 852 990, 600 1, 125, 800 
The Consumers! Gas Company of Toronto - 11,560, 250 14, 023, 632 16,178, 240 19, 706, 745 23, 267, 370 
Union Gas Company of Canada, Limited - 1,500, 000 6, 053, 700 7,485,120 8,504, 700 9,914, 778 
The Grimsby Natural Gas Company, Limited - 59,052 63, 840 68, 096 89, 050 94, 250 
Dominion Natural Gas Company, Limited - 159,600 266, 000 319, 200 455, 000 507, 000 
Lakeland Natural Gas Limited - 663, 840 1,105,200 1, 347, 240 1, 758, 510 1, 866, 900 
Lake Shore Group - 914,792 1,071,179 a, LOU, 55a 1, 047,251 1,166,531 
Interprovincial Utilities Limited - 3,605, 717 3, 646, 929 4 059,678 4,704, 876 5,115,079 
Quebec Natural Gas Corporation 6 277, 80 619, 90 13,9 00 14,705, 4 16,432, 080 
Total : FV7,430,363 $57,392,107 _— $73,098, 168 
Total Revenue - East and West of Winnipeg $11,569,614 $38, 764, 360 $ 51,711, 654 $ 62, 4oh, 818 $ 71,010, 555 $ 79,015,265 


v/ Kenora, Dryden, Port Arthur and Fort William only, natural gas service to Nipigonsandeceraldtoniassumed ‘tolcommencel November 1, 1958 
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Schedule 4 
Supplement 
TRANS-CANADA PIPE LINES LIMITED Plan 2 
ESTIMATED GAS PURCHASE REQUIREMENTS (MMCF ) AND COST OF GAS PURCHASED 
PLAN 2 
1957/58 1958/59 1 60 1960/61 1961/62 1962/63 
Gas Purchased for Sale 
From Producers 16,336 98,778 127,813 152,086 170,047 186,656 
From Others (2) 13,400 - = = - - 
Subtotal 29,736 98,778 127,813 152,086 170, O47 186, 656 
Gas for Compressor Fuel 182 2,576 4 12 6 8 812 11,206 
Subtotal 29,918 101, 354 meee TRI 178,859 197,862 
Losses 1% 2 1,014 ipa 1,588 1,788 1 
Subtotal 30,217 102, 368 133,255 160,449 180,647 199, 841 
Gas Purchased for 
Cleaning and purging (15 from others) (2) 217 - - - - - 
Filling the line (84 from others) (2) 2 - - = - - 
Total Purchased Gas 32,791 102, 368 133,255 160,449 180, 647 199, S41 
Cost of Gas Purchased - ¢ per Mcf 
From Producers 
Cost of Gas 10.22916 10,44227 10.69800 10.95372 11.20945 11,46518 
Transportation cost 4.0916 4.0916 4.0916 4 0916 4 0916 4.0916 
Delivered cost of gas (1) Th, 32083 Ty .53394 1.78967 1504539 15.30112 15.55685 
From Others 38. 69000 - - - - - 
Cost of Gas Purchased for 
Sale (operating expenses) 
From Producers $2,389,144 $14,878, 10} $19,707,975 $oh 140,178 $27,641,014 $31,088,965 
From Others (2) 5,236,040 = - ~ = = 
Cleaning and purging (construction cost) 
From Producers 28,498 Sy = = = =! 
From Others (2) 5 ,839 = = = = = 
Filling the line (inventory gas) 
From Producers 325,512 3 0 = 3 = = 
From Others (2) 2 696 = S = 4 a, 
ecaiicostrer Gas. Purchased $5017 729 BBS ——*BD TOTS CSN, 178 ——*SBT,O O—C«SL 088,965 
Requirements MMcf 
Winnipeg and West 10,113 13,311 15,507 18,264 21,445 20,219 


East of Winnipeg (excludes "From Others") 6,22 85 46 112, 306 133,822 148 602 166,4 
Total TREE = Eanes 152,086 170,047 TBE Cot 


% of Requirements - each year 


Winnipeg and West 61.91 13.48 12.13 12,01 12.61 10.83 
East of Winnipeg 38.09 86.52 87.87 87.99 87.39 89.17 
Total 100.00 100.00 100.00 100.00 100.00 100.00 


Allocation of total purchased MMcf 
(excluding "From Others" (2)) 
based on requirements in each year 


Winnipeg and West 11,859 13,799 16,164 19,270 22,780 21,643 
East of Winnipeg 296 88 56 117,091 141.1 157,86 178,198 
Total 19,155 102, 368 133,255 160,449 180, 647 199,841 


(1) At Saskatchewan Gate. 
(2) For Montreal and Sheridan Lines. 
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TRANS-CANADA PIPE LINES LIMITED Schedule 5 
Supplement 
DATA RE CROWN CORPORATION SECTION RENTALS AND PURCHASE PRICE - PLAN 2 Plan 2 
1. Design capacity east of Winnipeg @ 14.73 psia MMcf per day; 
2/3 of capacity for one year equals 74,922 MMcf. 
2. Cost of leased facilities equal $58,122,736 (first year 
only); 4-1/2% equals $2,615,523; rental payment per Mcf 
equals $.03491. 3 
3. Cost of leased facilities equal $124,479,114 (after first 
year); 4-1/2% equals $5,601,560; rental payment per Mcf 
equals $.07476. 
12 Months Ended: ($000s Omitted) 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
Given Or Assumed The Following: 
Annual Volumes delivered Fast of Winnipeg @ 14.73 psia MMcf 7,296 88,569 117,091 141,179 157,867 178,198 
Annual Amount of Mcf Rental Payments (@ $.03491 per Mcf for first year and $.07476 thereafter) 255 6,621 8,754 10,555 11,802 13,322 
Capital Cost per Agreement as of Beginning of Each Year 58,123 122,291 124,479 130,647 135,503 139,886 
(A) Calculation of Duration of 1% Payment per Section 6(b) (iv) of Agreement 
dated 11/21/55 with Government of Canada (Disregarding the Calendar Year 
ace) 7% per annum on Capital Costs 4,069 8,560 8,714 9,145 9,485 9,792 
5S: 
Annual Amount of Rental Payment - Based upon Mcf 255 6,621 8,754 10,555 11,802 13,322 
- Based on 1% of $124,479 a = = ie 1,245 s 
Total 255 6,021 8,754 10,555 13,047 13,322 
(a Deficiency - Per. Year 3,814 1,939 (40) (1,410) (3,562) (3,530 
2 - Cumulative (Line 4 Preceding Year Plus Line 1) 3,814 55753 5, 846 4,642 1,292 {33223} 
3) Interest @ 3-1/2% on Deficiency at End of Preceding Year - 133 206 212 170 51 
4) Total Net Deficiency 3,81 5 052 5 1,462 2,017) 
(B) Calculation of Purchase Price From Time to Time 
Under Section 7 or 8 (a) of Agreement Under Section 8 (b) (1) of Agreement 
Rental Pay- 3-L P/A Amortiza- Add Additions 3-1/2% P/A Interest @ 3-1 Property 
ments from Interest Semi- tion Semi- As Of Purchase Amortiz- on Amortization Amortization Costs Time Purchase 
(A) above * annually annually Year End Price ation Cumulative Per Year Cumulative To Time Price 
oa ee “127 1,017 (8900) “ems Pre R a : = ee 8,125 
AO e! ; my if = ~ - = = 
ee : = Des ae 64,168 ee 2,034 - 2,034 2,034 122,291 120,257 
Boe, ? ? ? = 294 S = = - - - 
— oe ees Spe 2,188 sel 4,280 fal 4,351 6,385 124,479 118,094 
rae. ? ? ? = 2110 e = = = = = 
ee 13 2131 ae 6,168 ae 1698 4,357 223 4,580 10,965 130,647 119,682 
oe ? , ? ns ? = = - - - > 
ee Pas ae ete 4, 856 Wetec 4,573 384 4,957 15,922 135,503 119,581 
oe ’ ? ’ = , ~ os - - - = 
ee Es Bae Ne 4, 383 119,931 4,743 557 5,300 21,222 139,886 118,664 
i. 2 ? ? = ? = - - - = = 
10-31-63 6,661 2,019 4,642 - 110,747 4,896 743 5,639 26,861 139, 886 113,025 


Under Section 8 (b) (2) of oe 
Total Purchase Price At Any Time (70% of $124,479) 87,135 


* The aggregate of each six months rental will probably vary. However » it is assumed here they will not. 
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Exhibit 8 


Schedule 6 
Supplement 
TRANS-CANADA PIPE LINES LIMITED Plan 2 
Income Account Projection 
1. Basis of latest Sales Volumes and Rates inside Canada - and 
without regard to limitations on Gas Volumes in Alberta, 
2. Crown Company Facilities Not Purchased, 
3. Emerson Lateral Not Constructed, 
PLAN 2 
Income Account Projection - 12 Months Ended: 10-31-56 LOR ST=5 if 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-6 
($000s Omitted) 10-31- 3 31-63 


Operating Revenues 
Winnipeg & West $ - ie $ 2,689 $ 3,643 $ 4,281 $ 5,073 $ 5,934 $ 5,917 
122 y fl 2 5,0 oO 


East of Winnipeg - - 8,881 in 7,43 1 2 65,077 73,098 
Total Revenues = = 11 (0) ae 2,42 1,011 O1 


(14.73 psia Mcf Unit Cost of Gas at Alberta Border) 


Cost of Gas Purchased - - 7,625 14, 878 19, 708 2h, 140 27, 641 31, 089 
Operations & Maintenance - - 1,666 3,697 3, 4h 5,099 5,635 5,933 
Rentals - Niagara Line - 715 250 = Ss S co a 
- Based on Mef @ 3.491¢ for first year and 7.476¢ thereafter 
and on Net Profits, per formla - - 255 6,621 8,754 10,555 13, O47 13, 322 

Taxes - General = 87 STL 1,164 1,186 1,265 1.311 1, 365 

Total = 162 10 2 @) 2 1,0 1,70 

Balance Before Depreciation and Income Taxes = 162 aad 12,40! 18,120 21 (A T es 


Depreciation Provision 
Gross Income Before Income Taxes 


Taxes - Income 
Gross Income 


Interest - First Mtge. Bonds - Public 6 : 
Subordinated Debentures - Public a 3, 025 3, 300 3, 300 3, 300 3, 300 3, 300 3, 300 
First Mtge. Bonds - Crown Corp. 475 50 - - - - - i 
Subordinated Income Notes - Founders - - - 107 4ag 495 495 kg5 


Amortization of Debt Discount & Expense 
Interest During Construction (Credit) 
Fixed Charges 
Net Income 


Earned Surplus - Beginning of Year = 196 2,213 1,636 (4,974) (6, 302) (4,922) (1,483) 

- End of Year 196 2,213 1,636 (4,974) (6, 302) (4,922) (1,483) 5,891 
Common Shares Outstanding - End of Period 4,928, 183 4,928, 183 4, 928, 183 4,928,183 4,928, 183 4, 928, 183 4, 928, 183 
Earnings Per Common Share (Commencing with first year of full operation) - - $.28 $.70 $1.50 
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TRANS-CANADA PIPE LINES LIMITED 
Exhibit 8 
CASH FLOW PROJECTION - PLAN 2 Schedule 7 
Supplement 
($000s Omitted) Plan 2 
Cash Flow Projection - 12 Months Ended 10-31-56(1) 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
Net Income $ 196 $ 2,017 $ (577) $(6,610) $(1, 328) $ 1,360 $ 3,439 $ 7,374 
Add: 
Depreciation = = 1,989 8,328 8,619 8,951 9,203 9,360 
Amortization of Debt Discount and Expense - 92 133 133 133 133 133 133 
Income Tax Accrual - - - - =: a = Es 
Subordinated Income Note Interest Accrued - Not Earned or 
Paid in Current Year = = - 107 429 = = = 
Total Cash Operations 19 2,109 1,545 1,95 1,053 10 12,715 ay 7 
Less: 
Income Tax Paid - - - - Zs = 5. = 
Subordinated Income Note Interest Paid for Prior Years - - - Pa o 536 = Z 
Retirement of First Mortgage Bonds - Public - - - = c 3,180 6,360 6,360 
Retirement of First Mortgage Bonds - Crown Corporation - co = = a a ia of 
Retirement of Subordinated Debentures - - = * as = ia a 
Common Dividends = - - - = Z x eS 
Total Recurring Outgo fies = = - - Sewal 360 360 
Balance - Plus (Minus) Cash 196 2,109 T7545 1,958 Eh A ee FL, 53 T 15 0,507 
pt eA ae EP 
Less: 
Construction 33,171 107,150 92,121 3,091 Lae 5,400 8,990 * 
Preliminary Const. Cost Paid at 6/7/56 included in construction above (7,974) - - = _ 3 a : 
Acquisition of Niagara Line _ - - 5,400 = © = us a 
Materials and Supplies (Operation and Maintenance) - 2,000 2,000 - - < = cs 


Materials and Supplies (Gas for filling line) 
Bond Interest Accruals in excess of Payments 


Add: 
Outside Funds - First Mortgage Bonds - Public 
- Subordinated Debentures - Public 
- First Mortgage Bonds - Crown Corporation 
- Subordinated Income Notes - Founders 
- Common Stock (2) 
(Financing Charges) - First Mortgage Bonds - Public 
- Subordinated Debentures 
- Common Stock 
Prepaid Interest on Subordinated Debentures 
Total Outside Funds 
Balance - Plus (Minus) Cash 


(1) From June 7 through October 31, 1956 


(2) 1,928,183 shares from Founders @ $8 approx. equals 
3,000,000 shares with Subord. Debs. @ $10 equals 
1,928,183 


(3) Includes Government Securities 


$15,411,456 


30 ,000 ,000 
$45,411,456 


2 45,000 
= 60;000 
38,000 


99 ,000 
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TRANS-CANADA PIPE LINES LIMITED 


TRANS AS 


BALANCE SHEET PROJECTION - PLAN 2 


($0003 Omitted) 


Balance Sheet Projection At: 


Assets 
Gross Plant - First of Year 
- Additions During Year 
- Purchase of Niagara Line 
- End of Year 
Depreciation Reserve 
Net Plant 
Investments .in Subsidiary Companies 
Cash and Government Securities 
Materials and Supplies (Operation and Maintenance ) 
Materials and Supplies (Gas for filling line) 
Other Current Assets 
Prepaid Interest on Subordinated Debentures 
Unamortized Debt Discount and Expense - First Mortgage Bonds 
Unamortized Debt Discount and Expense - Debentures 
Common Capital Stock Expense 
Miscellaneous Equipment and Structures 
Preliminary Construction Costs and Other Deferred Debits 


Total Assets 


Liabilities 

First Mortgage Bonds - Public 

Subordinated Debentures 

First Mortgage Bonds - Crown Corporation 
Subordinated Income Notes - Founders 

Common Stock (4,928,183 shares at 10/31/63) 
Premium on Common Stock 

Earned Surplus 


Total Capitalization 
Accrued Income Taxes Payable 
Accrued Interest Unearned on Subordinated Income Notes 
Other Current Liabilities 


Total Liabilities 


Capitalization Ratios 
First Mortgage Bonds 
Subordinated Debentures 
Common Equity (Including Subordinated Income Notes ) 


Total 


Exhibit 8 


Schedule 8 
Supplement 
Plan 2 
CEIES 10-31-56 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 
$ - $ - $ 33,171 $140 , 321 $237,842 $240,933 $254,505 $259,905 $268 ,895 
- 33,171 107,150 Lee 3,091 IS e 5,400 8,990 - 
= 2 = 00 - - - - = 
- 33,171 140, 321 237, O42 240,933 254,505 259,905 268,895 268, 895 
8 8 8 2,04 10 18,994 27,94 37,148 46,508 
5 Bays 140,263 235,795 230,558 235,511 231,960 PSH CH 222 , 307 
156 156 156 156 156 156 156 156 156 
6,710 20,184 1,556 5,168 12,788 8,973 10,321 7,746 18,253 
= - 2,000 4,000 4,000 4,000 4,000 4,000 4,000 
- - - 2h9 2h9 akg 2h9 2h9 akg 
25 25 25 25 25 25 25 25 25 
- = SoD) 275 = = = = > 
- - 400 822 781 TO 699 658 617 
= - 2,666 2,574 2,482 2,390 2,298 2,206 2,114 
= = SMe) si) ashi) 1,379 iesye) 1,379 139 
252 252 252 252 252 252 252 252 252 
8,336 362 362 362 362 362 362 362 362 
$15,421 $54,092 $152,634 $251,057 $253,032 $254 037 $251,701 $248,780 $249,794 
[a $ - $ 45,000 $144,000 $144,000 $144 000 $140,820 $134,460 $128 ,100 
- - 60,000 60,000 60,000 60,000 60,000 60,000 60 ,000 
3 38, 000 - - - . : 2 
Sue = a ° 7,103 9, 007 9,007 9, 007 00 
1,928 1,928 4,928 4928 4 928 i? 928 i,’ 928 i,” 928 Koa 
13,483 13,483 40,483 4o, 483 40,483 40,483 4o, 483 40,483 40,483 
Z 196 2/21 1,636 4 97h 6,302 4 922 1.48 891 
15,411 53,607 152,624 251,047 251,540 252,116 250, 316 27,395 248,409 
ms a 4 = 107 536 : 3 
10 48 10 10 1,38 1,38 1,38 1,38 1,38 
15,421 54,092 152,634 «$251,057 —=_— $253, 032 $254 037 251,701 248 780 2497 
57.36% 57.25% 57.126 56.26% 54.35% 51. 
23.90 23.85 23.80 23.97 24.25 cael 
18.74 18.90 19.08 19.77 21.40 24.28 
100.0! 100. 100. 100.0 100.0 100. 
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Exhibit 8 
Schedule 9 
Supplement 
Bar 


TRANS -CANADA PIPE LINES LIMITED 


INTEREST AND DEBT SERVICE COVERAGE 


PLAN 2 


Times Coverage of Interest on 
First Mortgage Bonds, by Gross 
Income before Dominion Income 
ieke 1ep 566 1.320 


Times Coverage of All Interest 

Paid, exclusive of Interest on 

Subordinated Income Notes, by 

Gross Income Before Dominion 

Income Tax 1/ 388 -905 


Times Coverage of Total Debt 

Service Requirements (All In- 

terest Paid, exclusive of In- 

terest on Subordinated Income 

Notes, plus Mortgage Bond and 

Debenture Retirement Provisions) , 

by Gross Income Before Deprecia- 

Bion 2/ Teas deeo 


At At At 


1958/59 1959/60 1960/61 1961/62 1962/63 


Wye 2.036 ae TOL. 


ieige 136 1.805 


12562 1.406 L675 


At At At 


10-32-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 


Ratio of Mortgage Debt 
to Gross Property 
Account 3/ 60.54% 59.71h 56.58% 


Ratio of Mortgage Debt 
to Net Property 
Account 3/ 61.07 62.46 61.14 


Ratio of Total Long- 

Term Debt (exclusive 

of Subordinated Income 

Notes) to Gross Prop- 

erty Account 3/ 85.77 Bh 67 80.16 


Ratio of Total Long- 
Term Debt (exclusive of 
Subordinated Income 


Notes) to Net Property 
Account 3/ 86.52 88 .48 86.62 


1/ Data from Exhibit 8, Schedule 6. 
2/ Data from Exhibit 8, Schedules 6 and 7. 
3/ Data from Exhibit 8, Schedule 8. 


54.18% 50.00% 47 64% 


eoteral 58.02 57-60 


(7-27 72.32 69.95 


86.58 62.901 84.58 
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OMMONWEALTH 
ERVICES + INC. 


NEW YORK, N.Y. + JACKSON, MICH. 
WASHINGTON, D.C. + HOUSTON, TEX. 


300 PARK AVENUE, NEWYORK 22,N. Y¥. 


Noveriber 26, 1956 


Mr. Francis Kernan 
White, Weld & Company 
40 Wall Street 

New cork, N.Y. 


Dear Mr. Kernan: 


Re: Trans-Canada Pipe Lines Limited - 10-Year Projection 
Under Plan I and Plan II, Dated October 23, 1956 

The subject projection (identical as to the years through October 31, 1963 
with our October Supplement to the September, 1956 full report on feasibility of 
the Trans-Canada project) was prepared principally to show the effect of acquiring 
the Crown Corporation section and conversion of the income notes as of November 1, 
1963 on common stock earnings Licreatter, with full reseryation for or in lieu of 
income taxes in accordance with the mortgage indenture and assuming no additional 
investment in Trans-Canada's facilities after October 31, 1962. 


We are informed that Trans-Canada and Quebec Natural Gas Company have reach- 
ed agreement as to volume figures to be incorporated in a revised gas service con- 
tract. Applied to the 10-year projection, the new and higher contract demands 
after the second year of service to Montreal bring the line to full firm peak-day 
capacity in 1963/64 under either Plan I or Plan II but do go by displacing other 
lower priority sales (full sales capacity of line is already utilized as early as 
1959/60) so that there will be no material change in total annual pipeline sales 
volumes. Selection of a higher minimm annual load factor by Quebec Natural results 
in a lower commodity price which is offsetting to the increased demand charges, re- 
sulting in but minor changes in estimated revenues, which you will note are estimated 
to ceiling off at around $81,000,000 a year. Consequently, we do not feel a re- 
vision of the 10-year projection or the report supplement is justified at this time. 


The increased market potential beyond the pipeline capacity as proposed 
should be considered as a strong "plus factor" at this time, since Trans-Canada can 


readily accelerate its proposed construction program as markets develop and it can 


be assumed that the added investment will be profitable. In this connection, the 
10-year projection shows idle cash accumulating in the last six years to over 
$75,000,000. If put to work at 7-1/2% as it accumulates, this is equivalent to 


additional earnings per common share commencing at 13¢ and increasing to nearly 


ep aeO0 


It should be noted that the projection assumed: (1) and interest rate of 5% on 
$144,000,000 of first mortgage bonds, (2) an interest rate of 5-1/2% on $60,000,000 
of subordinated debentures, (3) 4,928,183 shares of common stock outstanding after 
completion of the original financing. To the extent that any of these assumptions 
as to financing are changed, the projection must be modified accordingly. 


Yours very truly, 


me nari eso 


i 
W. B. Tippy / 
oe President 


eo 1 ae 
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TRANS-CANADA PIPE LINES LIMITED 


1O-YEAR PROJECTION UNDER PLAN 1 AND PLAN 2 


October 23, 1956 


COMMONWEALTH SERVICES e¢ INC. 


NEW YORK, N. Y. * JACKSON, MICH. ° WASHINGTON, D. C. °© HOUSTON, TEX. 
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TRANS-CANADA PIPE LINES LIMITED 
ESTIMATED GAS SALES AND REVENUE 


PLAN 1 


Winnipeg and West 
Requirements - MCF 


Saskatchewan Power Corporation 
Plains Western Gas & Electric Company 
Manitoba Power Corporation 
Intercity Gas Company 
Winnipeg & Central Gas Company 
Total 


Revenue 
Saskatchewan Power Corporation 
Plains Western Gas & Electric Company 
Manitoba Power Corporation 
Intercity Gas Company 
Winnipeg & Central Gas Company 
Total 


East of Winnipeg 
Requirements - MCF 


Northern Ontario Natural Gas Company Limited 
Western Ontario Zone 
Northern Ontario Zone 
Subtotal 
Barrie, Orillia, etc. 
The Consumers' Gas Company of Toronto 
Union Gas Company of Canada, Limited 
The Grimsby Natural Gas Company, Limited 
Dominion Natural Gas Company, Limited 
Lakeland Natural Gas Limited 
Lake Shore Group 
Interprovincial Utilities Limited 
Quebec Natural Gas Corporation 
Total 
Total Requirements in MCF - Hast and West of Winnipeg 


Revenue 
Northern Ontario Natural Gas Company Limited 
Western Ontario Zone 
Northern Ontario Zone 
Subtotal 
Barrie, Orillia, etc. 
The Consumers’ Gas Company of Toronto 
Union Gas Company of Canada, Limited 
The Grimsby Natural Gas Company, Limited 
Dominion Natural Gas Company, Limited 
Lakeland Natural Gas Limited 
Lake Shore Group 
Interprovincial Utilities Limited 
Quebec Natural Gas Corporation 
Total 


Total Revenue - East and West of Winnipeg 


1957/58 1958/59 1 60 1960/61 1961/62 1962/63 
3, 294, 100 3, 987, 600 4,681, 100 5, 201, 300 5,894, 800 6,588, 300 
931, 180 1,104, 103 1, 261, 858 1,401,150 1,538, 860 1,656, 240 
- 1, 000, 000 1, 240, 000 2,100, 000 3, 100, 000 - 
1,015, 400 1,092, 400 1,166,600 1, 238, 200 1, 320, 600 1, 396, 000 
4, 872, 000 6,127, 000 157,000 8, 323,000 1, 000 10 000 
10,112 TZ 6311510 15,50 18,2 0 21 260 20,21 0 
$ 690,467 $ 835,830 $ 981, 192 $ 1,090,228 $ 1,235,590 $ 1,380,952 
252, 853 347, 792 397, 485 489,132 539, 200 579,450 
- 250, 000 310, 000 420, 000 620, 000 - 
313, 884 337, 807 360, 849 457, 256 488,568 517,220 
y 6 eyalan 231,76 2,616, 09 050 439, 4 


6,223,000 1/ 7,042, 700 7, 756, 300 8,625, 000 9, 835, 000 9, 835, 000 
- 10, 962.300 15, 385,600 21,487, 900 22, 427, 300 23, 382, 900 

» 223, 000 17, 905,600 23, 141, 900 30, 112, 900 32, 262, 300 33, 217, 900 
- 580, 000 914, 000 1,261, 000 1, 524, 000 1, 732, 000 
25,595,600 31, 025, 000 35, 678, 800 43,435,000 51,191, 300 

- 5,000, 000 19, 336, 000 24,072,150 24,603, 000 28, 806, 560 

- 111, 000 120, 000 128, 000 137, 000 145, 000 

- 300, 000 500, 000 600, 000 700, 000 780, 000 

- 1, 425, 000 2, 371, 000 2, 895, 000 3, 771, 000 4001, 000 

- 2,957, 000 3, 340, 000 3, 705, 500 2,997, 000 3, 444, 900 

- 9, 803, 000 9, 768, 000 10, 543,550 10, 967, 000 11,607, 800 

- 18,400, 000 21,790, 000 2h 825, 000 28, 205, 000 3.20.08 

223, 000 2, O77, 200 112, 305, 900 133, 821, 900 L 01, 300 1 0 
it 9) 0 127, 812 152, 0 0 170 0 1 000 


$ 2,105,254 1/ $ 2,455,595 $ 2,714,035 $ 3,028,650 $ 3,466, 870 $ 3,466, 870 
- 4,616,530 6 00 1 80 647, 460 10, 141,510 
2,105, 25 7,072, 125 9, 093, 735 12, 166,430 13, 114, 330 13, 608, 380 
- 308, 560 486, 248 670, 852 990, 600 1, 125, 800 

- 11, 560, 250 14, 023,632 16,178, 240 19, 706, 745 23, 267, 370 

- 1,500, 000 7, 060, 800 8, 787, 645 9, 252, 900 10, 783, 968 

- 59,052 63, B40 68, 096 89,050 gh, 250 

- 159,600 266, 000 319, 200 455, 000 507, 000 

- 663, 840 1, 105, 200 1, 347, 240 1,758, 510 1, 866, 900 

- 914, 792 1, 348, 379 1,459, 2h1 1,252, 751 1,405, 301 

= 3,605, 717 3, 873, 129 4, 313, 463 4, 742,676 5, 118, 319 

- 685,100 9,277, 800 11, 019,900 13,0 00 14,705,400 


4794, 414 171,660 0, 880, O54 61,403, 018 0, 352 8 8 


1/ Kenora, Dryden, Port Arthur and Fort William only, natural gas service to Nipigon and Geraldton assumed to commence November 1, 1958, 


Schedule A 


Plan 1 

1964/65 

Thru 

1963/64 1967/68 
7,282,000 7,282 , 000 
1,774, 000 1,774, 000 
1,406,619 1,406 619 
10,118,996 10,118,996 
20,501,615 20,581,615 
$ 1,526,350 $ 1,526,350 
620, 766 620, 766 
529,105 529,105 


3,328, 314 3,328,314 
$6,001,535 $0,008,535 


9,835 , 000 9,835, 000 
22,152,723 22,152,723 
31, 987, 723 31, 987, 723 

1,898, 000 1,898, 000 
51,191,300 42,009, 300 
27,200, 000 27,200, 000 

164,000 164,000 
810, 000 810, 000 

4,271, 000 4,271, 000 

2,172,000 2,172,000 
11,166, 362 11,166, 362 
35,214, 000 4h 396, 000 


166, 074, 385 166, 074, 38 
186, 656, 000 186, 656, 000 


$ 3,466,870 $ 3,466,870 


9,720,251 9,720,251 
13,187,121 13,107,121 


1,233,700 1,233,700 
23,851,590 21,096, 990 
10,608, 000 10,608, 000 

106,600 106,600 
526,500 526,500 

1,990, 320 1,990, 320 

1,041,611 1,041,611 

5,105, Sh 5,105,944 
16,432, 080 20,133,780 
74, 083,466 75, 030,566 


$ 80, 088, O01 $ 81,035,101 
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TRANS-CANADA PIPE LINES LIMITED 


ESTIMATED GAS SALES AND REVENUE 
PLAN 2 


Winnipeg and West 


Requirements - MCF 
Saskatchewan Power Corporation 


Plains Western Gas & Electric Company 
Manitoba Power Corporation 
Intercity Gas Company 
Winnipeg & Central Gas Company 
Total 


Revenue 
Saskatchewan Power Corporation 
Plains Western Gas & Electric Company 
Manitoba Power Corporation 
Intercity Gas Company 
Winnipeg & Central Gas Company 
Total 


East of Winnipeg 
Requirements - MCF 
Northern Ontario Natural Gas Company Limited 
Western Ontario Zone 
Northern Ontario Zone 
Subtotal 
Barrie, Orillia, etc. 
The Consumers! Gas Company of Toronto 
Union Gas Company of Canada, Limited 
The Grimsby Natural Gas Company, Limited 
Dominion Natural Gas Company, Limited 
Lakeland Natural Gas Limited 
Lake Shore Group 
Interprovincial Utilities Limited 
Quebec Natural Gas Corporation 
Total 
Total Requirements in MCF - East and West of Winnipeg 


Revenue 
Northern Ontario Natural Gas Company Limited 
Western Ontario Zone 
Northern Ontario Zone 
Subtotal 
Barrie, Orillia, etc. 
The Consumers’ Gas Company of Toronto 
Union Gas Company of Canada, Limited 
The Grimsby Natural Gas Company, Limited 
Dominion Natural Gas Company, Limited 
Lakeland Natural Gas Limited 
Lake Shore Group 
Interprovincial Utilities Limited 
Quebec Natural Gas Corporation 
Total 


Total Revenue - East and West of Winnipeg 


1957/58 1958/59 1 60 1960/61 1961/62 1962/63 
3, 294, 100 3, 987,600 4,681, 100 5,201, 300 5, 894, 800 6, 588, 300 
931, 180 1,104, 103 1, 261, 858 1,401, 150 1,538, 860 1,656, 240 
. 1, 000, 000 1, 24.0, 000 2,100, 000 3, 100, 000 - 
1,015,400 1,092,400 1, 166,600 1, 238, 200 1, 320,600 1, 396, 000 


4 872, 000 6,127,000 157,000 8, 323, 000 1, 000 10 000 
10, 112, 660 13, 311, 10 1 ae 8 18, 263,650 21 an 260 20, 219, 540 


$ 690,467 $ 835,830 
252, 853 347, 792 

- 250, 000 

313, 884 331, 00F 


7, 042, 700 
10, 862, 900 
» 223, 000 17, 905,600 

- 580, 000 

e) 25,595,600 

- 5, 000, 000 

- 111, 000 

- 300, 000 

- 1,425, 000 

- 2,957, 000 

- 9, 803, 000 
13,400, 000 21,790, 000 


6, 223,000 1/ 


$ 2,105,254 1/ $ 2,455,595 
- 4,616, 530 


$ 981, 192 $ 1,090, 228 $ 1,235,590 
397, 485 9, 132 539, 200 
310, 000 420, 000 620, 000 
360, 849 457, 256 488,568 
0 


7, 156, 300 8,625, 000 9, 835, 000 
15, 385, 600 21,487, 900 22, 427, 300 
23, 141,900 30, 112, 900 32, 262, 300 

914, 000 1, 261, 000 1,524, 000 
31, 025, 000 35, 678, 800 43,435, 000 
15,979, 000 19, 730, 400 22, 109, 000 

120, 000 128, 000 137, 000 

500, 000 600, 000 700, 000 

2, 371, 000 2, 895, 000 3, T71, 000 

2,416, 000 2,513, 200 2,312, 000 

9,014, 000 9,697, 600 10, 841, 000 
26, 825, 000 1, 205, 000 1,510, 000 


$ 2,714, 035 $ 3,028,650 $ 3,466, 870 
6 00 137,780 647, 4 


$ 1,380,952 
579, 450 


517,220 
429 


9, 835, 000 
2 82,900 
33, 217, 900 
1, 732, 000 
51,191, 300 
25, 909, 260 
145, 000 
780, 000 

4, 001, 000 
2,649, 000 
11,597, 000 
214, 000 


$ 3,466, 870 


60 10, 141,510 

2, 105,25 7,072,125 9, 093, 735 12, 166,430 13, 114, 330 13, 608, 380 
- 308, 560 486,248 670, 852 990, 600 1,125, 800 

- 11,560, 250 14, 023, 632 16,178, 240 19, 706, 745 23, 267, 370 

= 1,500, 000 6, 053, 700 7,485,120 8,504, 700 9,914,778 

- 59,052 63, 840 68, 096 89, 050 94, 250 

- 159,600 266, 000 319, 200 455, 000 507, 000 

- 663, 840 1,105, 200 1, 347, 2k0 1, 758, 510 1,866, 900 

- 914, 792 1,071,179 AE AOM Soi 1, 047,251 1, 166,531 

- 3,605, 717 3, 646, 929 4,059,678 4,704, 876 5,115,079 

9,277, 800 11,619, 900 13,9 00 14,705,400 16,432, 080 
635,121,736 B 57,352,107 ——$ 65,076,462 $73, 098, 168 

$11,569,614 $38, 764, 360 $ 51,711,654 $ 62, 42h, 818 $ 71,010,555 $ 79,015,265 


ay Kenora, Dryden, Port Arthur and Fort William only, natural gas service to Nipigon and Geraldton assumed to commence November 1 1958 
’ : 


Schedule A 
Plan 2 


1963/64 
Thru 
1967/68 


7,282, 000 
1,774, 000 
1,365,000 
9,563, 000 


19, 964, 000 


$ 1,526,350 
620,766 


518,700 


3,189,315 
$ 5,055,131 


9,835,000 
21,535,000 
31,370, 000 

1,898, 000 
lk, 24), 000 
27,200, 000 

164,000 
810,000 

4,271,000 

2,172,000 
10,147,000 
Lh 396, 000 
166,672, 000 
186, 656, 000 


$ 3,466,870 
9,510,225 
12,977,095 
1,233,700 
21,767,400 
10,608, 000 
106,600 

526 ,500 
1,990, 320 
1,041,611 

4 728,780 
20,133,780 


$ 75,113,786 
$ 80,968,917 
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TRANS-CANADA PIPE LINES LIMITED Schedule B 


ESTIMATED GAS PURCHASE REQUIREMENTS (MMCF) AND COST OF GAS PURCHASED i“ 
PLAN 1 

1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 
Gas Purchased for Sale 16,336 95, 388 127 ,813 152,086 170,047 186,656 186, 656 186, 656 186,656 186,656 186,656 
Gas for Compressor Fuel 182 2,508 412 6 8,812 11,206 11,206 11,206 11,206 11,206 11,206 
Subtotal 16,518 97 ,896 131,936 158, 861 178,859 197 , 862 197 , 862 197 , 862 197 ,862 197 , 862 197 , 862 

Losses 1% 16 ays tl 1,588 1,788 al a 1 at i fe 
Subtotal 16,683 98, 875 133,255 160,449 180, 647 199,841 199 , 841 199, 841 199,841. 199,841 199,841 

Gas Purchased for 

Cleaning and purging 217 = = - - - - - - - - 

Filling the line 2 - - - - - - - - - - 
Total Purchased Gas 19,257 98 , 875 1BRG255 160,449 180, 647 199,841 199, 841 199,841 199,841 199,841 199, 841 


Cost of Gas Purchased - ¢ per Mcf 
Cost of gas 10.22916 10.44227 
Transportation cost 


11.20945 
4 0916 


1069800 10.95372 
4.0916 4.0916 


11.46518 11.72091 11.97664 12 23237 12.48810 12.74363 
4 0916 4.0916 4 0916 4.0916 : 4 0916 


Delivered cost of gas (1) 14, 32083 1453394 14 .78967 1504539 15.30112 15.55685 15.81258 1606831 16.3204 16.57977 16.83550 
Cost of Gas Purchased for 
Sale (operating expense) $2,389,144 $14,370,433 $19,707,975 $24,140,178 $27,641,014 $31,088,965 $31,600,018 $32,111,071 $32,622,125 $33,133,178 $33,644,232 
Cleaning and purging (construction cost) 0,647 - 5 5 = s A is is a s 
Filling the line (inventory gas) he - - = = = = = = = - 
Total Cost of Gas Purchased $2,757,333 $14,370,433 $19,707,975 $24,140,178 $27,641,014 $31,088,965 $31,600,018 $32,111,071 $32,622,125 $33,133,178 $33,644,232 
Requirements MMcf 
Winnipeg and West 10,113 13,311 15,507 18,264 21,445 20,219 
East of Winnipeg 6,223 82,077 112,306 133 822 148 602 166,437 
Total 16,336 95,388 127 ,813 152,086 170,047 186 ,656 Note: These amounts, which are used in computing rentals 


payable to Crown Corporation are not shown after 


% of Requirements - each year the year 1962/63 as it is assumed that Crown 


) 
) 
) 
) 

Winnipeg and West 61.91 13.95 heya 12.01 12.61 TO O30) Corporation property will be purchased on November 

East of Winnipeg 38.09 86.05 87.87 87.99 87.39 89.17 ) 1, 1963. 

) 
Total 100.00 100.00 100.00 100.00 100.00 100.00 
Allocation of total purchased MMcf ) 
based on requirements in each year ) 
Winnipeg and West 11,922 13,793 16,164 19,270 22,780 21,643 ) 
East of Winnipeg L335 85 ,082 117,091 141,179 157,867 178,198 ) 
) 
Total 19,257 98,875 133,255 160,449 180, 647 199,841 ) 


(1) At Saskatchewan Gate. 


Schedule B 
TRANS-CANADA PIPE LINES LIMITED Plan 2 


ESTIMA'‘ED GAS PURCHASE REQUIREMENTS (MMCF) AND COST OF GAS PURCHASED 


PLAN 2 


1957/58 1958/59 1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 


fon EE omeet for Sale 16,336 98,778 127,813 152,086 170, 047 186 , 656 186 ,656 186,656 186,656 186,656 186,656 
me - = =- = - - - 
From Others (2) — Hee SEEN: 377: ECLA GER . 18 18 186,65 186,65 
8,778 127,81 152,08 170, O47 186,65 i 5 5 5 
Subtotal sag ee ie ee % 8.812 11206 11,206 11.206 11.206 11,206 11 206 
Gas for Compressor Fuel 29,918 ToL, 354 131,93 158,061 178,859 197 , 862 197 , 862 197 , 862 197 ,862 197 ,862 197,862 
a Hi Subtotal *D 1,014 1,31 1,58 1,78 1 1 a 1 il i 
Le 2 aimee 30,217 102, 368 133,255 160,449 180, 647 199, 841 199, 841 199,841 199, B41 199, 841 199,841 
Gas Purchased for = z 2 s s = = e 
Cleaning and purging (15 from Spare (2) 217 a i. 


, 


. . 2 ~ - - - - - - - - - 
Filling the line (84 from others) (2 3751 102, 368 133,255 60, bho 160, 647 199, 851 199, B41 199, B41 199, 841 199, 841 199, O41 


Total Purchased Gas 
Cost of Gas Purchased - ¢ per Mcf 
From Producers 


10.22916 10.4227 10.69800 10.95372 11.20945 11.46518 11.72091 11.97664 12 .23237 1248810 12.74383 

“Sa Soa tee eost 4.0 i .0916 20916 4 0916 4.0916 4.0916 4 6 .0916 4.0916 4, 40916 

Delivered cost of gas (1) 1k, 37083 14.5339 14..78967 5% 15.30112 : 6 2 T OTST Tan 3550 
From Others 38. 69000 - - = = s 


Cost of Gs Purchased for 
Sale (operating expenses) 


From Producers $2,389,144 $14,878,104 $19,707,975 $24,140,178 $27,641,014 $31,088,965 $31,600,018 $32,111,071 $32,622,125 $33,133,178 $33,644,232 

From Others (2) 5,236,040 - - - = 2 = = 5 3 z 
Cleaning and purging (construction cost) 

From Producers 28,498 - - - = < = = = = 

From Others (2) 5,839 = = - - - - = =: 5 s 
Filling the line (inventory gas) 

From Producers ac 2% = = = - - - = = = a 


From Others (2) 
Total Cost of Gs Purchased 
Requirements MMCF 
Winrlipeg and West 10,113 13,311 15,507 18,264 21,445 20,219 
East of Winnipeg (excludes "From Others") 6,22 85 +6 112 306 133,822 148 602 166,4 
Total 16, 33 98,77 127 ,813 152,08 170,047 186,65 


% of Requirements - each year 


5017, 729 


Winnipeg and West 61.91 13.48 1213 12,01 12.61 10.83 
East of Winnipeg 38.09 86.52 8 87 87.99 87.39 89.17 


) 

) 

) 

) 

) 

) 

Total 100.00 100.00 100.00 100.00 100,00 100.00 , 

) Note: These amounts, which are used in computing rentals 

) payable toCrown Corporation are not shown after the 
) year 1962/63 as it is assumed that Crown Corporation 
' property will be purchased on November 1, 1963. 

) 
) 


Allocation of total purchased MMCF 
(excluding "From Others" (2)} 
based on requirements in each yew 
Winnipeg and West 11,859 petite? 16,164 19,270 22,780 al, 
2! 


643 
East of Winnipeg 6 6 117,091 1411 157,86 178,198 
Total 19,155 102, 368 133,255 Teaee 180, 647 199, B41 
(1) At Saskatchewan Gate. 
(2) For Montreal and Sheridan Lines. 
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Schedule C 
TRANS-CANADA PIPE LINES LIMITED Plan 1 


DATA RE CROWN CORPORATION SECTION RENTALS AND PURCHASE PRICE - PLAN 1 


1. Design capacity east of Winnipeg @ 14.73 psia MMcf per day; 
2/3 of capacity for one year equals 74,922 MMcf. 

2. Cost of leased facilities equals $58,122,736 (first year 
only); 4-1/2% equals $2,615,523; rental payment per Mcf 
equals $.03491. 

3. Cost of leased facilities equal $124,479,114 (after first 
year); 4-1/2% equals $5,601,560; rental payment per Mcf 
equals $.07476. 


12 Months Ended: (000s Omitted) 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 


Given Or Assumed The Following: 


Annual Volimes delivered East of Winnipeg @ 14.73 psia MMcf 7,335 85,082 117,091 141,179 157,867 178,198 
Annual Amount of Mcf Rental Payments (@ $.03491 per Mcf for first year and $.07476 thereafter) 256 6,361 8,754 10,555 11,802 ig gee 
Capital Cost per Agreement as of Beginning of Bach Year 58,123 122,291 124,479 130,647 135,503 139,886 


(A) Calculation of Duration of 1% Payment Per Section 6 (b) (iv) of Agreement 
dated 11/21/55 with Government of Canada (Disregarding the Calendar Year 


Element) 7% Per Annum on Capital Costs 4,069 8,560 8,714 9,145 9,485 9,792 
Less: 
Annual Amount of Rental Payment - Based upon Mcf 256 6,361 8,754 10,555 11,802 13,322 
- Based on 1% of $124,479 - - - - 1,2h5 = 
Total 256 6,301 8,754 10,555 13,087 13,322 
(1) Deficiency - Per Year 3,813 2,199 (40) (1,410) (3,562) (3,530) 
2) - Cumulative (Line 4 Preceding Year Plus Line 1) 3,813 6,012 6,105 4,910 1,569 (1,781) 
3) Interest @ 3-1/2% on Deficiency at End of Preceding Year = 133 215 221 180 61 
(4) Total Net Deficiency 3,813 6,145 6,320 yey 1,749 (1,720) 
(B) Calculation of Purchase Price From Time to Time 
Under Section 7 or 8 (a) of Agreement Under Section 8 (b) (1) of Agreement 
Rental Pay- 3-1/2b P/A Amortiza- Add Additions 3-1 P/A Interest @ 3-1/2 Property 
ments from Interest Semi- tion Semi- As Of Purchase Amortiz- on Amortization Amortization Costs Time Purchase 
(A) above * annually annually Year End Price ation Cumulative Per Year Cumulative To Time Price 
As of 10-31-57 - - - 58,123 58,123 - is = - 58,123 58,123 
4-30-58 128 1,017 (889) - 59,012 es cs: 5 = 5 aS 
10-31-58 128 1,033 (905) 64,168 124 ,085 2,034 - 2,034 2,034 122,291 120,257 
4-30-59 3,180 2,171 1,009 - 123,076 = = - S a 2 
10-31-59 3,181 2,154 1,027 2,188 124,237 4,280 Wal 4,351 6,385 124,479 118,094 
4-30-60 4,377 2,174 2,203 - 122,034 = = - iS 5 m 
10-31-60 4,377 2,136 2,2h1 6,168 125,961 4,357 223 4,580 10,965 130,647 119,682 
4-30-61 5,217 2,204 3,073 - 122,888 = = = = rs S 
10-31-61 5,278 2,151 3,127 4,856 124,617 4,573 384 4,957 15,922 135,503 119,581 
4-30-62 6,523 2,181 4, 3he - 120,275 - - = 5 3 s 
10-31-62 6,524 2,105 4,419 4, 383 120 ,239 4,743 557 5,300 21,222 139,886 118,664 
4-30-63 6,661 2,104 4,557 - 115,682 - _ = a = = 
10-31-63 6,661 2,024 4,637 - 111,045 4,896 743 5,639 26,861 139,886 113,025 


Under Section 8 (b) (2) of Agreement 
Total Purchase Price At Any Time (70% of $124,479) 87,135 


* The aggregate of each six months rental will probably vary. However, it is assumed here they will not. 
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Schedule C 


TRANS-CANADA PIPE LINES LIMITED Plan 2 
DATA RE CROWN CORPORATION SECTION RENTALS AND PURCHASE PRICE - PLAN 2 


1. Design capacity east of Winnipeg @ 14.73 psia MMcf per day; 
2/3 of capacity for one year equals 74,922 MMcf. 

2. Cost of leased facilities equal $58,122,736 (first year 
only); 4-1/2% equals $2,615,523; rental payment per Mcf 
equals $.03491. 

3. Cost of leased facilities equal $124,479,114 (after first 
year); 4-1/2% equals $5,601,560; rental payment per Mcf 
equals $.07476. 


12 Months Ended: ($000s Omitted) 10-31-58 10-31=59 10-31-60 10-31-61 10-31-62 10-31-63 


Given Or Assumed The Following: 


Annual Volumes delivered East of Winnipeg @ 14.73 psia MMcf 7,296 88,569 117,091 141,179 157,867 178,198 
Annual Amount of Mcf Rental Payments (@ $.03491 per Mcf for first year and $.07476 thereafter) 255 6,621 8,754 10,555 11,802 13,322 
Capital Cost per Agreement as of Beginning of Each Year I 58,123 122,291 124479 130,647 135,503 139,886 


(A) Calculation of Duration of 1% Payment per Section 6(b) (iv) of Agreement 
dated 11/21/55 with Government of Canada (Disregarding the Calendar Year 


Element) 7% per annum on Capital Costs 4,069 8,560 8,714 9,145 9,485 9,792 
Less: 
Annual Amount of Rental Payment - Based upon Mcf 255 6,621 8,754 10,555 11,802 m3 y322 


- Based on 1% of $124,479 - - - - 1,245 - 
Total 255 6,621 5,754 10,555 13,047 13,322 
(1) Deficiency - Per Year 3,814 1,939 (40) (1,410) (3,562) (3,530) 
(2 - Cumilative (Line 4 Preceding Year Plus Line 1) 3,814 5,753 5,846 4,642 1,292 (2,068) 
(3) Interest @ 3-1/2 on Deficiency at End of Preceding Year = 133 206 212 170 51 
(4) Total Net Deficiency 3,014 5, 086 64052 G55 1,462 (2,017) 
(B) Calculation of Purchase Price From Time to Time 
Under Section 7 or 8 (a) of Agreement Under Section 8 (b) (1) of Agreement 
Rental Pay- 3-1 P/A Amortiza- dd Additions 3-1/2% P/A Interest @ 3-1 Property 
ments from interest Semi- tion Semi- As Of Purchase Amortiz- on Amortization Amortization Costs Time Purchase 
(A) above * annually annually Year End Price ation Cumulative Per Year Cumulative To Time Price 
As of 10-31-57 - = - 58,123 58,123 - - - - 58,123 58,123 
4-30-58 127 O17 (890) - 59,013 - = = = = = 
10-31-58 128 1,033 (905) 64,168 124,086 2,034 - 2,03" 2,034 122,291 120,257 
4-30-59 3,310 2,172 1,138 - 122,9h8 - - - - - - 
10-31-59 3,311 2,152 1,159 2,188 123,977 4,280 71 4,351 6,385 124,479 118,094 
4-30-60 4,377 2,170 2,207 - 121,770 - = = = = = 
10-31-60 4,377 ralgad 2,246 6,168 125,692 4,357 223 4,580 10,965 130,647 119,682 
4-30-61 55277 2,200 3,077 - 122,615 - = © z s = 
10-31-61 5,278 2,146 3,132 4,856 12h , 339 4,573 384 4,957 15,922 135,503 119,581 
eee Cae Bac tok 4,38 IES 47h 5 é : : 
0-31-62 792 2,100 742 383 119,951 743 55 00 21,222 139,886 118,664 
4-30-63 6,661 2,099 4562 Z 115,389 f x 718 a a7 i 
10-31-63 6,661 2,019 4,642 - 110,747 4,896 743 5,639 26 , 861 139,886 113,025 


Under Section 8 (b) (2) of Agreement 
Total Purchase Price At Any Time (70% of $124,479) 87,135 


* The aggregate of each six months rental will probably vary. However, it is assumed here they will not. 
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; Schedule D 
Plan 1 


TRANS-CANADA PIPE LINES LIMITED 
Income Account Projection 
1, Basis of latest Sales Volumes and Rates inside Canada - and 
without regard to limitations on Gas Volumes in Alberta. 
2. Crown Company Facilities Purchased on November 1, 1963. 
3. Emerson Lateral Not Constructed. 


PLAN 1 


Income Account Projection - 12 Months Ended: 10-31°56 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 10-31-64 10-31-65 10-31-66 10-31-67 10-31-68 
($000s Omitted) 


Operating Revenues 


Winnipeg & West $ - Gs $ 2,689 $ 3,643 $ 4,261 $ 53073 $ 5,934 $ 5,917 $ 6,005 $ 6,005 $ 6,005 $ 6,005 $ 6,005 
East of Winnipeg - - oo 33,529 46,599 — ae 64,418 72,483 ian 75,030 a se [22030 
Total Revenues - = 19 37,172 50, 880 1,403 70, 352 78, 400 0,0 1,035 1,035 1, 035 1, 035 
(14.73 psia Mef Unit Cost of Gas at Alberta Border) 

Cost of Gas Purchased = - 2, 389 14, 370 19, 708 2h, 140 27, 641 31, 089 31, 600 32,111 32,622 33,133 33, O44 
Operations & Maintenance = = 1,267 3,697 3, 4 5,099 5,635 5,933 5,933 9,933 55933 5,933 9,933 

Rentals - Niagara Line = ip) 250 - = = = = = = = = oa 

- Based on Mef @ 3.491¢ for first year and 7.476¢ thereafter 

and on Net Profits, per formla - - 256 6, 361 8, 754 10,555 13, O47 13, 322 - - - - - 
Taxes - General = 8 il 1,164 1,186 1,26 1,311 1, 365 1, 36 1, 365 1, 36 1, 365 1,36 
Total - 162 B51 2 2 2 41,0 k 3 in 1,70 8,898 me 20 Lo t 5 LO, 942 

Balance Before Depreciation and Income Taxes - 162 201 11,580 We 20 22 Ski 2 1 1,190 1,62 Pe 0, 60 0,0 


Depreciation Provision 
Gross Income Before Income Taxes 


Taxes - Income (See Note) 
Gross Income 
Interest - First Mtge. Bonds - Public 
Subordinated Debentures - Public 
First Mtge. Bonds - Crown Corp. 
Subordinated Income Notes - Founders 


Amortization of Debt Discount & Expense 
Interest During Construction (Credit) 
Fixed Charges 
Net Income 
Provision for Deferred Income Taxes (reserved for property additions and/or 
bond retirements in accordance with the trust indenture) 


Balance of Net Income Available for Common Stock Dividends 19 1,560 (ese 7,135 7,13 

Earned Surplus - Beginning of Year = 196 1,756 2,135 (5,316) (7,534) (7,269) (4,582) 2, 084 13, 264 20, 395 27,528 34, 663 

- End of Year 196 1,756 2,135 (5, 316) (7,534) (7, 269) (4, 582) 2, 084 13, 264 20, 395 27,528 34, 663 41, 801 

Common Shares Outstanding - End of Period 4, 928, 183 4,928,183 4, 928, 183 4,928, 183 4, 928, 183 4, 928, 183 4, 928, 183 5,631, 683 5,631, 683 5, 631, 683 5, 631, 683 5,631, 683 
Barnings Per Common Share (Commencing with first year of full operation) ; 

On Net Income = = $.05 $.54 $1.35 $2. 2h $1.76 $1.67 $1.58 $1.49 

On Balance of Net Income Available for Common Stock Dividends = - $.05 $.54 $1.35 $1.99 $1.27 $1.27 $1.27 $1.27 

Note: 


Reflects for the year ending October 31, 1964 and subsequent years, the 
deduction of excess depreciation up to 6% per annum computed under the 
declining balance method, as required. 
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Schedule D 


TRANS-CANADA PIPE LINES LIMITED Plan 2 


Income Account Projection 
1. Basis of latest Sales Volumes and Rates inside Canada - and 
without regard to limitations on Gas Volumes in Alberta. 
2. Crown Company facilities purchased on November 1, 1963. 
3. Emerson Lateral not constructed. 


PLAN 2 


Income Account Projection - 12 Months Ended: 
($000s Omitted) 


10-31-56 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 10-31-64 10-31-65 10-31-66 10-31-67 10-31-68 


ti R 4 
Sie era tect $ - $ - $2,689 $3,643 $4,281 $5,073 $5,934 $ 22917 $5,855 $5,855 $5,855 $5,855 $ 5,855 
East of Winnipeg - - 8,881 122 47,431 2 65,0 e} 114 114 114 114 114 

- 2A ie) 8 aera) 2.42 Ou OL 80. 80 80 80, 9 80 


Total Revenues ———- 


14. ia Mcf Unit Cost of Gas at Alberta Border) 
eet pete Purchased : - - T, 625 14, 878 19, 708 2h, 140 27, 641 31, 089 31, 600 32 32, 622 33,133 33, 644 


Operations and Maintenance = = 1, 666 3, 697 3, 94h 5, 099 5,635 5,933 53933 5,933 5, 933 5, 933 5,933 
Rentals - Niagara Line = Ys 250 = = = a = = = = = = 
- Based on Mcf @ 3.491¢ for first year and 7.476¢ 
thereafter, and on Net Profits, per formula 
Taxes - General 
Total 
Balance Before Depreciation and Income Taxes 


Depreciation Provision 
“Gross Income Before Income Taxes 


Taxes - Income (See Note) 
Gross Income 


Interest - First Mortgage Bonds - Public 3,925 7,200 
- Subordinated Debentures - Public = 3,025 3, 300 3, 300 3, 300 3, 300 3, 300 3, 300 3, 300 3, 300 3, 300 35200 3, 300 
- First Mortgage Bonds - Crown Corporation L75 50 = = = > = = fe = - - - 
- Subordinated Income Notes - Founders = S = 107 429 hos 4O5 495 = 2 = S = 


Amortization of Debt Discount and Expense 
Interest During Construction Cee 
Fixed Charges 
Net Income 7, 374 13,521 
Provision for Deferred Income Taxes (reserved for property 
additions and/or bond retirements in accordance with the 


trust indenture) - - - - - - - - 2,683 2,630 2,096 1,594 1,124 
Balance of Net Income Available for 

Common Stock Dividends 196 2,01 : 6,610 MAS Es) 1,380 4 y 10, 838 100 10 10 10 

Earned Surplus - Beginning of Year - 196 2,213 1,636 (4,974) (6,302) (4,922) (1,483) 5,891 16,729 23, 829 30, 932 38, 037 

- End of Year 196 2,213 1,636 (4,974) (6,302) (4,922) (1,483) 5,891 16,729 23,829 30, 932 38, 037 45,144 

Common Shares Outstanding - End of Period 4,928,183 4,928,183 4,928,183 4,928,183 4,928,183 4,928,183 4,928,183 5,528,683 5,528,683 5,528,683 5,528,683 5,528,683 


Earnings Per Common Share (Commencing with first 
year of full operation) 
On Net Income = - 


$.28 $.70 $1.50 $2.45 $1.76 $1.66 $1.57 ee 
On Balance of Net Income Available for Common Stock Dividends - - $.28 $.70 $1.50 $1.96 $1.28 $1.28 $1.29 


1.25 


Note: Reflects for the year ending October 31, 1964 and subsequent years, the deduction of excess depreciation 
up to 6% per annum computed under the declining balance method, as required. 
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TRANS-CANADA PIPE LINES LIMITED Schedule E 


Plan 1 
CASH FLOW PROJECTION - PLAN 1 
($000s Qnitted) 
Cash Flow Projection - 12 Months Ended 10-31-56(1) 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 10-31-64 10-31-65 10-31-66 10-31-67 10-31-68 
Net Income 196 1,560 379 (7,451) (2,218) 265 2,687 6,666 11,180 {ipescts 7,133 jessy: 7,138 
Add: 
Depreciation ’ = = 801 8, 336 8,627 8,959 9,A11 9,368 13,324 13,324 13,324 13,324 13,324 
Amortization of Debt Discount and Expense - 92 133 133 133 133 133 133 158 158 158 158 158 
Income Tax Accrual = = c? a = = = 1,452 6,453 6,456 6,458 6,460 
Subordinated Income Note Interest Accrued - Not Earned or 
Paid in Current Year - - - 115 479 580 - = = = A < = 
Total Cash Operations 19 1,052 iSsh3 1,133 7,021 9,937 12,031 16,167 26,11 27,0 27 ,07L 27,019 1,080 
Less: 
Income Tax Paid - = co os = 3,650 4,196 4,710 
Subordinated Income Note Interest Paid for Prior Years - aboillyan - = = - = = 
Retirement of First Mortgage Bonds - Public 3,180 6, 360 6,360 10,316 10,316 10, 316 10,316 10,316 


Retirement of First Mortgage Bonds - Crown Uorporation 
Retirement of Subordinated Debentures 
Common Dividends 


1953 360 10, 31 10,31 13,9 15,02! 


oes oe oe ogg oe nso aga 
Balance - Plus (Minus) Cash__ GHA 3 1,133 7,021 TEX OT 9,807 15,79 16,750 13,105 12,503 12,05 
Less: 
Construction SS yas 80,592 118,906 3,091 13,572 5,400 8,990 - = = = = 
Preliminary Const. Costs Paid at 6/7/56 


included in Construction (7,974) a = 
Acquisition of Niagara Line = 

Acquisition of Crown Corporation Property - 
Materials & Supplies (Operation & Maintenance) - 1,000 3,000 
Materials & Supplies (Gas for filling line) - 

Bond Interest Accruals in excess of Payments 


113,025 


' 
' 

See te te 
fy te 8) Rea et 
ye Se Ten | 
Bh AP ec inres 


Balance - Plus (Minus) Cash z a 0c) (374-30 RE CFD Po 10 Py Fe 
Aaa: 
Outside Funds - First Mortgage Bonds - Public - 45 ,000 99,000 - - - - - 110,000 = = ry i 
- Subordinated Debentures - Public - 60 ,000 - - - = - = S = = = 
- First Mortgage Bonds - Crown Corporation 38,000 (38,000) - - - = - = - x a s = 
- Subordinated Income Notes - Founders ~ - - 7,797 2,743 2 - - - = a = = 
- Common Stock (2) - 30,000 = = - = = = = a = = 
(Financing Charges) - First Mortgage Bonds - Public - (400) (463) = - - = = (625) = = = 5 
- Subordinated Debentures = nes - = = = “ = S a = = 
- Common Stock - 1,379 - - - - - - - - = - a 
Frepaid Interest on Subordinated Debentures - (6,600 - - - - = 2 = = = = 2 
Total Outside Funds 35,000 5 803 98,537 7,197 2,753 i Tp io eas 109,375 = = = = 
Balance - Plus (Minus) cash_ 13,474 6,073 (eo, 385) AS (3,808) 1,309 (4,493) 9,507 12,148 16,750 13,105 12,563 12,054 
Cash - Beginning of Period (3) 6,710 20,18) 28,657 4,272 11,761 7,953 9, 322 4,829 14,636 26,784 43,534 56,639 69,202 


- End of Period (3) 0,184 28 ,657 4,272 11,761 7,953 9, 322 4 ,829 14,636 26,784 43,534 56,639 69,202 81,256 


i From June 7 througn October 31, 1956 
2) 1,928,183 shares from Founders @ $8 approx. equals $15,411,456 
3,000,000 shares with Subord. Debs. @ $10 equals 30 ,000 , O00 
$45 411,456 


I, 925,183 
(3) Includes Government Securities 


TRANS-CANADA PIPE LINES LIMITED Schedule E 


Plan 2 
CASH FLOW PROJECTION - PLAN 2 
($000s Omitted) 
Cash Flow Projection - 12 Months Ended 10-31-56(1) 10-31-57 10-31-58 10-31-59 10-31-60 10-31-61 10-31-62 10-31-63 10-31-64 10-31-65 10-31-66 10-31-67 10-31-68 
Net Income $ 196 $2,017 $ (577) $(6,610) $(1,328) $ 1,380 $ 3,439 $ 7,374 $10,838 $ 7,100 $ 7,103 $ 7,105 $ 7,107 
Add; 
Depreciation = = 1, 989 8, 328 8,619 8,951 9,203 9,360 13,316 13,316 13,316 13,316 13,316 
Amortization of Debt Discount and Expense - 92 133 133 133 133 133 133 158 158 158 158 158 
Income Tax Accrual = = = = re = = = 2,683 6,426 6,428 6,430 6,433 


Subordinated Income Note Interest Accrued - Not Earned or 


Paid in Current Year 
Total Cash Operations “15 2,109 1,545 1393 1,853 10, 12,775 _16, 667 _ 26,995 27,000 27,005 27, 009 27, 01 


Less: 

Income Tax Paid = = : = - - - - - - 3, 796 4, 332 4, 836 
Subordinated Income Note Interest Paid for Prior Years = = = = = 536 - - - = = = = 
Retirement of First Mortgage Bonds - Public - - - - - 3, 180 6, 360 6,360 10,316 10,316 10,316 10,316 10,316 


Retirement of First Mortgage Bonds - Crown Corporation - - - 7 - 
Retirement of Subordinated Debentures - - - - - - = = co = = = - 
Common Dividends = - - - - - - = = = FS = Ea 
Total Recurring Outgo 
Balance - Plus (Minus 


Less: 

Construction 33,171 107,150 92,121 3, 091 13,572 5,400 8,990 = = s = = = 
Preliminary Const. Cost Paid at 6/7/56 included in construction (7,974) - = ie Ss = e = = ks = = BP 
Acquisition of Niagara Line - - 5,400 - - - - - - = - = = 
Acquisition of Crown Corporation Property = - - - - - - - 113,025 = = - 2 
Materials and Supplies (Operation and Maintenance) = 2,000 2,000 - - - - - - 5 = - = 
Materials and Supplies (Gas for filling line) - - 2h9 é: Ss = 2 


Bond Interest Accruals in excess of Payments 
Total Other Requirements 
Balance - Plus (Minus) Cash 


Add: 

Outside Funds - First Mortgage Bonds - Public - 45,000 99, 000 - - - - - 110, 000 - - < 5 
- Subordinated Debentures - Public = 60, 000 = - - - - - - = i = = 
- First Mortgage Bonds - Crown Corporation 38, 000 (38, 000) - - - - = 2 a = 5 S & 
- Subordinated Income Notes - Founders - - - 7,103 is 904 - & < = Fa = < a 
- Common Stock (2) - 30, 000 - a - = = = a = 2 _ i 

(Financing Charges) - First Mortgage Bonds - Public - (400 (463) - - = = = (625) 5 =o = z 

- Subordinated Debentures - (2 7 - 


- Common Stock 

Prepaid Interest on Subordinated Debentures 
Total Outside Funds 

Balance - Plus (Minus) Cash 


Cash - Beginning of Period (3) 6,710 20, 184 1,556 5,168 a 788 8,973 10,321 7,746 18,253 1,282 47,966 60,85 73, 220 
- End of Period (3) 20, 16h 15556 5,168 12,788 8.97310, 3217, 746 18.253 31260 Er cee 60, se 7. Bs be 082 


(1) From June 7 through October 31, 1956 

(2) 1,928,183 shares from Founders @ $8 approx. equals $15,411,456 
4.00 1,000 shares with Subord. Debs. @ $10 equals ee 
7 926,183 5,411, 45) 


(3) Includes Government Securities 


| 


TRANS-CANADA PIPE LINES LIMITED 
BALANCE SHEET PROJECTION - PLAN 1 


($000s Omitted) 


Balance Sheet Projection At: 


Assets 
Gross Plant - First of Year 

- Additions During Year 

- Purchase of Niagara Line 

- Purchase of Crown Corporation Property 

- End of Year 

Depreciation Reserve 

Net Plant 

Investments in Subsidiary Companies 

Cash and Government Securities 

Materials and Supplies (Operation and Maintenance) 

Materials and Supplies (Gas for filling line) 

Other Current Assets 

Prepaid Interest on Subordinated Debentures 

Unamortized Debt Discount and Expense - First Mortgage Bonds 
Unamortized Debt Discount and Expense - Subordinated Debentures 
Common Capital Stock Expense 

Miscellaneous Equipment and Structures 

Preliminary Construction Costs & Other Deferred Debits 


Total Assets 


Liabilities 

First Mortgage Bonds - Public 

Subordinated Debentures - Public 

First Mortgage Bonds - Crown Corporation 

Subordinated Income Notes - Founders 

Common Stock (4,928,183 shs. at 10/31/63; 5,631,683 shs. at 
11/1/63 (See Note)) 

Premium on Common Stock 

Earned Surplus 


Total Capitalization 
Accrued Income Taxes Payable 
Accrued Interest Unearned on Subordinated Income Notes 
Other Current Liabilities 
Deferred Credit - Tax Savings Applicable to Future Years 


Total Liabilities 
Capitalization Ratios 
First Mortgage Bonds 
Subordinated Debentures 
Common Equity (Including Subordinated Income Notes) 


Total 


6-7-56 


10-31-56 


$ 
33, 


bby ae 


LORSU=5it 


$ 33, 
80? 


172 
592 


10-31-58 


$113,763 
118, 906 
5,400 


10=37=59) 


$238 ,069 
3,091 


10-31-60 


$241,160 
13,572 


10-31-61 


$254,732 
5,400 


10-31-62 


$260,132 
8,990 


10- 31-63 


$269,122 


10-31-64 


$269,122 


10-31-65 


$362,147 


10-31-66 


$382,147 


Schedule F 
Plan 1 


10-31-67 


$382,147 


10-31-68 


$382,147 


Wi aie 31395 Yikes pera yeroge e360 58768472008 a5. 598 "8.656 111/980 
5 1 17,822 2 al 2 
ae ware Se ae 231,9 2 ase 2 See oe 223,7 : 323, 2 oe 296, = 2 ee ee 
15 15 15 15 15 15 15 15 15 15 5 15 5 
6,710 20,184 28,657 4272 11,761 7,953 9,322 4,829 14 ,636 26,784 43,534 56,639 69,202 81,256 
- - 1,000 4000 4,000 4,000 4000 4,000 4,000 4,000 4,000 4,000 4,000 4,000 
= - - 229 229 229 229 229 229 229 229 229 229 229 
25 25 25 25 25 25 25 25 25 op 25 25 25 25 
=< 3 3,912 275 = : = = i = 2 - - = 
= = 400 822 781 740 699 658 617 1,176 1,110 1,044 978 g12 
- - 2,666 2,574 2,482 2,390 2,298 2,206 2,114 2,022 1,930 1,838 1,746 1,654 
= = 1,379 1,379 1,319 sie) 1,379 1,379 asi) 1,379 Loo 1,379 1,379 1,379 
252 252 252 252 252 252 252 252 252 252 252 252 252 252 
8, 336 62 62 62 62 62 62 62 62 62 62 62 62 62 
$15,421 $54,092 $152,177 _ $251,556 _ $253,392 $254,396 $252,073 _ $247,226 $247,532 $359,848 $363,116 $362,739 $361,820 _ $360,392 
$ - $ - $45,000 $144,000 $144,000 $144,000 $140,820 $134,460 $128,100 $227,784 $217,468 $207,152 $196,836 $186,520 
= - 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60,000 60, 000 60,000 60,000 
- 38,000 - - - - - - - - - - - - 
S ee g s 1,197 10,540 10,552 10,552 10,552 - - - = = 
1,928 1,928 4,928 4,928 4,928 4 928 4,928 4 928 4,928 5,632 5 ,632 5,632 5 632 5,632 
13,483 13,483 40,483 40,483 40,483 40,483 40,483 40,483 40,483 50,331 50,331 50,331 50,331 50,331 
- 196 1,756 Pape 16 4 26 4582 2,084 13,264 20 27,528 34,663 41 801 
15,411 53,607 152,167 251,546 251,892 252,417 2h9 514 245 , B41 246,147 357,011 353,826 350,643 347,462 344 , 284 
- - - a - - - - - - 3,650 4,196 4,710 5,193 
= = - - 115 594 1,174 - - - - i - - 
10 485 10 10 1,385 1, 385 1,385 1,385 1,385 1,385 1,385 1,385 1,385 1,385 
= = = e - = - = - 1,452 42 6,51: 8,26 ) 
$15,421 $54,092 $152,177 $251,556 _ $253, 392 $254,396 $252,073 $247,226 $247,532 _ $359, 848 $363,116 $362,739 _ $361,820 _ $360,392 
57.25% 57.17% 57.05% 56.44% 54.69% 52.04% 63.80% 61.466 59.08% 56.65% 54.18% 
23.85 23.82 28 2h .05 2k 41 2h. 38 16.81 16.96 al genial UTR2T. 17.43 
19.18 19.51 20.90 23.58 19. 21.58 23.81 26.08 28. 


18.90 


100.00% 100.00% 100.00% _ 


19.01 


100.00% __100.00% 


100.0 


100.0 


Note: Reflects conversion of $10,552,000 Subordinated Income Notes on November 1, 1963 into 703,500 shares of common stock @ $15 per share. 


100.00% 100.00% 


100. 00% 


100. 00% 
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TRANS-CANADA PIPE LINES LIMITED 
BALANCE SHEET PROJECTION - PLAN 2 


($000s Omitted) 


Balance Sheet Projection At: 


Assets 
Gross Plant - First of Year 
- Additions During Year 
- Purchase of Niagara Line 
- Purchase of Crown Corporation Property 
- End of Year 
Depreciation Reserve 
Net Plant 
Investments in Subsidiary Companies 
Cash and Government Securities 
Materials and Supplies (Operation and Maintenance) 
Materials and Supplies (Gas for filling line) 
Other Current Assets 
Prepaid Interest on Subordinated Debentures 
Unamortized Debt Discount and Expense - First Mortgage Bonds 
Unamortized Debt Discount and Expense - Debentures 
Common Capital Stock Expense 
Miscellaneous Equipment and Structures 
Preliminary Construction Costs and Other Deferred Decits 


Total Assets 


Liabilities 

First Mortgage Bonds - Public 

Subordinated Debentures 

First Mortgage Bonds - Crown Corporation 

Subordinated Income Notes - Founders 

Common Stock (4,928,183 shares at 10/31/63; 5,528,683 
shares at 11/1/63 (See Note)) 

Premium on Common Stock 

Earned Surplus 


Total Capitalization 


Accrued Income Taxes Payable 

Accrued Interest Unearned on Subordinated Income Notes 
Other Current Liabilities 

Deferred Credit - Tax Savings Applicable to Future Years 


Total Liabilities 


Capitalization Ratios 
First Mortgage Bonds 
Subordinated Debentures 
Common Equity (Including Subordinated Income Notes) 


Total 


Note: Reflects conversion of $9,007,000 Subordinated Income 


into 600,500 shares of common stock @ $15 per share. 


6-7-56 


10-31-56 


33,171 


10=31-57 


$ 33,171 
107,150 


10-31-58 


$140, 321 
92,121 
5,400 


ZO=BU=59: 


$237, 642 
3, O91 


10-31-60 


$240, 933 
13,972 


10-31-61 


$254, 505 
5, 400 


10-31-62 


$259, 905 
8,990 


10- 31-63 


$268, 895 


10-31-64 


$268, 895 


1302 


10-31-65 


$381, 920 


10-31-66 


10-31-67 


Schedule F 
Plan 2 


10-31-68 


$381,920 $361,920 $381,920 


Scpalal 140, 321 237, Sue 2.0, 933 25), 505 259, 905 268, 895 268, 895 381, 920 381, 920 381, 920 381, 920 381, 920 
58 58 — 2, O47 10, 375 18, 994 27, 945 37,148 46,508 59, 824 73,140 oe 3e 22.712 113, 088 
58 33,113 140, 263 235,795 230,558 PEGS 231, 960 231, 747 222, 387 322, 09 308, 780 295, 4 262,148 268, 832 
156 156 156 156 156 156 156 156 156 156 156 156 156 156 
6,710 20, 184 1,556 5,168 12, 788 8,973 10, 321 T, TH6 18,253 31, 282 47,966 60, 859 73, 220 85, 082 
- 2, 000 4, 000 4, 000 4, 000 4, 000 4, 000 4, 000 4, 000 4, 000 4, 000 4, 000 4,000 
= = = ako ako 2ho eho akg akg akg 2h9 2hk9 akg 2h9 
25 25 25 25 25 25 25 25 25 25 25 25 25 25 
= = 3,575 275 = = = = =. = = = = > 
- - 400 822 781 T4O 699 658 617 1,176 1,110 1, Ohb 978 912 
= - 2,666 2,574 2,482 2,390 2,298 2,206 2,114 2,022 1,930 1,838 1,746 1,654 
= S 1,379 1,379 1,379 1,379 1,379 1,379 1,379 1,379 1,379 1,379 1,379 1,379 
252 252 252 252 252 252 252 252 252 252 252 252 252 252 
8, 336 362 362 362 362 362 362 362 362 362 362 362 362 362 
15,427 4, 092 152,634 $251,057 $253, 032 251, 701 248,780 66, 20 65,628 64 
$ - $ - $45,000 $144,000 $144,000 $144,000 $140,820 $134,460 $128,100 $227,784 $217,468 $207,152 $196,836 $186,520 
- - 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 60, 000 
- 38, 000 - - - - - - - - - - - - 
= é E a 7,103 9, O07 9, 007 9, 007 9, 007 © = = = = 
1,928 1,928 4,928 4,928 4,928 4, 928 4,928 4,928 4,928 5,529 5,529 5,529 5,529 5,529 
13, 483 13, 4863 40, 483 40, 483 40, 483 40, 483 40, 483 ho, 483 40, 483 48, 889 48, 889 48, 889 48, 889 48, 889 
- 196 2,213 1,636 (4, 974) (6, 302) (4,922) (1,483) 5,891 16,729 23, 829 30, 932 38, 037 45,14) 
Ai Deal 53,607 152, 624 251, O17 251, 540 252,116 250, 316 247,395 248, 409 358, 931 355, 715 352, 502 349, 291 346, 082 
= = = = = 2 = = = = 3,796 4, 332 4, 836 5,309 
= = = = 107 536 = = = = = 4 = > 
10 485 10 10 1,385 7,385 1, 385 1,385 1,385 1,385 1, 385 1, 385 1,385 1,385 
- - - - - - - - - 2,68 al 40 ele) 10,12 
15,421 4,092 152, 634 251, 0 253, 032 254, 0 251, 701 248, 780 2h y 62 66, 20! 65,628 64, 51 62, 90 
57.36% 57.25% 57.12% 56.26% 54.35% 51.57% 63.46% 61.14% 58.71% 56.35% 53.89% 
23.90 23.85 23.80 23.97 24.25 24.15 16.72 16.87 17.02 17.18 17.34 
18.74 18.90 19.08 19. 21.40 2..28 19.82 21. 24.21 26.4 28. 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Votes on November 1, 1963 
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